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MUTUAL SECURITY ACT OF 1960 


WEDNESDAY, FEBRUARY 17, 1960 






House or REPRESENTATIVES, 
CoMMITTEE ON Foreign AFFaIrs, 
Washington, D.C. 

The committee met at 10:45 a.m., in the caucus room, room 362, 
Old House Office Building, Hon. Thomas E. Morgan (chairman) 
presiding. 

Chairman Morean. The committee will come to order. 

We meet this morning in open session to begin our hearings on 
the Mutual Security Act for fiscal year 1961. 

First, I want to apologize to the Secretary for the delay. We had 
the Pennsylvania League of Cities and Pennsylvania State Association 
of Boroughs here this morning. We attempted to get them out at 
10:15, but we had a little difficulty in getting them to stop. 

It is always an honor and privilege to have you before the com- 
mittee. Proceed, Mr. Secretary. 


STATEMENT OF HON. CHRISTIAN A. HERTER, SECRETARY OF 
STATE 


























Secretary Herter. Thank you very much, Mr. Chairman. I am 
pleased and privileged to appear before you today, to open again this 
year the hearings on the mutual security program. 

As I am sure you realize, I consider the mutual security program 
to be vital to our security and an indispensable instrument of our 
foreign policy. 

My purpose today is to express to you as candidly and as clearly 
as I can the reasons for my convictions. Such an explanation is your 
due and also my duty. The heavy responsibility of meeting the 
challenges with which we are faced in the world in which we live is « 
mutual one which we share. 

This world today may be said to be characterized by change. New 
and constantly expanding discoveries in the various fields of knowl- 
edge necessitate frequent and sometimes difficult adjustments in our 
way of life, yet hold great promise for the future growth and develop- 
ment of civilization. 

Despite the growth of man’s knowledge and the limitless possibilities 
which such growth portends, we must also recognize that there are 
some things which have not changed, things which must affect our 
daily lives now, and in the future, and with which we must deal as they 
are, rather than as we would like them to be. 

The harsh and basie fact is that we live in a world in which but a 
fraction of the world’s peoples enjoy both freedom and prosperity. 


1 
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The harsh and basic fact is that approximately a third of the people 
of the world live under the domination and control of a Communist 
dictatorhip. The harsh and basic fact is that outside the Communist 
bloc hundreds of millions of people in the world today are struggling 
to rid themselves of the curse of poverty, and that these peoples are 
greatly concerned to find the shortest and most effective way to im- 
prove their material conditions. 

The harsh and basic fact is also, and this is of the greatest im- 
portance, that the masters of the Communist world and their follow- 
ers are deeply and firmly dedicated to the proposition that the exten- 
sion of their control over the rest of the world, both the prosperous 
and the less fortunate parts, is inevitable, and to be pursued by any 
and all means that may be available. 

The strength and vital force of this Communist dedication must not 
be underestimated. It is an undeniable fact that while millions of 
people live under Communist control imposed on them against their 
will, there are those who believe in the Communist ideology as fully 
and as fervently as any American patriot believes in the American 
ideology. 

It is an undeniable fact that the Communist masters, the dedicated 
Communists, are unrelenting in their advocacy of their beliefs, are 
constantly preaching to the young, the adult, and the old, at home 
and abroad, the virtues of their concepts, the irresistibility of their 
power and the inevitableness of their victory. To this end, the full 
resources of the state and its citizens are employed without let or 
hindrance from any process of democracy. 

This powerful, crusading, and dedicated force is indeed a threat to 
our security which we cannot ignore without the gravest peril. Our 
own ideology, our way of life, is so basically different from the Com- 
munist ideology that we have difficulty in crediting and comprehend- 
ing their beliefs. 

These basic beliefs are the most significant of the facts with which 
we must deal and deal effectively if the values we hold dear are to 
survive. 

Let me make clear my understanding of the Communist creed. 
These people believe that is it inevitable that the capitalistic system 
must collapse and that it must be succeeded by a classless socialist 
society. They believe that those who understand this principle of 
historic inevitability have a right and an obligation to impose their 
views on others for the furtherance of the cause. 

These men believe that any action which advances their cause is 
morally right. They believe that totalitarian government under the 
control of the Communist Party of the Soviet Union is the right, 
necessary, 2nd natural form of government until the capitalist states 
of the world have been brought into the fold and capitalism elimi- 
nated from their lives and minds. U Itimately, they believe, a world 
of freedom and plenty for all can be attained in a stateless and class- 
less Communist society. No Communist leader denies this creed; on 
the contrary, its promulgation is constantly reiterated. 

The Communists do not just talk about their creed. They use the 
resources, human and material, of a great empire controlling a third 
of the people of the world. They have great military strength, they 

are well organized, their progress in educating and developing their 
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people has been truly remarkable. These very real powers support 
and are fully employed to advance the cause to which they are 
dedicated. 

In the face of this great force, this revolutionary movement, where 
do we stand? It is and has been obvious to us all that to stand idly 
by while the rest of the non-Communist world is swallowed up bit 
by bit would be the height of folly. 

Our policies for over a decade now have recognized the essentiality 
and importance to us of an end to the expansion of the Communist 
empire by force or the threat of force. We long since determined 
to create and maintain defensive military strength which could as- 
sure that such aggression could not succeed. We long since recognized 
that the creation and maintenance of such defensive strength re- 
quired the full and free cooperation and joint effort of many na- 
tions. We long since recognized that our assistance to such other na- 
tions to enable those which needed help to create and to maintain an 
adequate defense was an essential and integral measure for our own 
security. Our efforts to create this defensive strength have been 
successful efforts. The collective power of ourselves and our allies 
has served and must be maintained ‘at a level that will continue to 
serve as a barrier to the expansion of Communist control through the 
use of force. 

We long since recognized as well that miltary defenses are not 
enough to thwart the spread of Communist control, if we ignore the 
needs and demands of free peoples for economic security and a decent 
standard of living. In our own case it is imperative to maintain a 
strong and healthy economy for upon such economic strength our 
true power to defend ourselves depends. In the case of our European 
allies, it was imperative to achieve recovery and rehabilitation after 
years of the devastation of war. This task has been accomplished 
and the greater part of free Europe today is healthy and strong. 

In the case of Asia and the Near East, along the perimeter of the 
massive Communist bloc a quite different and much more difficult 
problem has faced us. Some of these nations have chosen to identify 
themselves clearly as adherents to our ideology. 

Others, inexperienced and only recently reaching independence of 
foreign domination or control, were less certain of their future and 
desired an independent course. 

The common characteristic, however, is a deep and growing desire 
and determination to improve their lot, to achieve material progress. 

Confronted with great and almost overwhelming shortages of both 
material and trained human resources, it is not surprising that the 
discontented and impatient may be attracted by the radical solutions 
of communism pointing to an ultimate visionary goal of peace and 
prosperity in a classless society for which it stands. 

In these circumstances, it is clear that if the appeal and pressures 
of communism are to be resisted, it is essential that there be a choice 
available to these nations—an alternative to communism which is 
more than the preservation of the status quo. 

The road to a decent life for these masses of human beings is not 
a short nor an easy one. The process of improvement is necessarily 
gradual and laborious. To achieve improvement requires determina- 
tion and sacrifice. But determination and sacrifice are not enough if 
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human and natural resources are lacking, or cannot be developed with- 
out help. It has been our policy and our practice to endeavor to pro- 
vide that help, that marginal element of technical and economic as- 
sistance which, with their own efforts, enables these people to advance 
within institutions of their own choosing toward a fuller and freer 
life. 

Our mutual efforts have been successful, though the completion of 
the task lies far ahead. These nations have not been absorbed into 
the Communist empire; they are making visible and noteworthy 
progress in their arduous struggle for a decent life. 

In Africa, we see a rapid evolution of new nations after centuries 
of submergences and decades of foreign control. Independence is 
being achieved at an increasing rate. Certainly the American people 
welcome and encourage the political evolution in this great continent 
which permits and provides for government by consent of the gov- 
erned. 

At the same time, independence brings not only freedom and oppor- 
tunity, but responsibilities for achieving successful political and 
economic development which seriously strain the human and material 
resources available to these nations in their present stage of develop- 
ment. 

A paramount and compelling requirement for success is the rapid 
development of human skills and institutions so that material re- 
sources can be more effectively employed and exploited. It is in- 
escapably in our interest that these people and nations receive our 
support and encouragement in their efforts to progress in institutions 
of their own choice. 

Similarly in our own hemisphere, the peoples of the other American 
Republics are striving at a growing tempo to achieve a more rewarding 
and fruitful existence. The program of inter-American technical 
cooperation was the first such program for the United States, and it 
continues today to serve as a concrete demonstration of international 
cooperation among sovereign nations. The newly created Inter- 
American Development Bank is the most recent expression of our 
common interest and our common determination that together we can 
foster and assist the achievement of our common goals of progress 
in the hemisphere. 

The Sino-Soviet bloc has not ignored the opportunity offered by 
the growing demand for progress among the less developed nations; 
1954 marked the initiation of the bloc economic offensive. By the 
end of 1959, agreements had been signed with 19 less developed coun- 
tries to provide $3.2 billion in credits and grants, of which $2.5 billion 
was for economic aid. Bloc aid reached a high level in 1958 when 
aid agreements concluded totaled slightly more than $1 billion. The 
$921 million of credits and grants extended during 1959 was almost 
entirely for economic purposes, by far the largest amount extended 
for economic development in a single year. A feature of the bloc 
campaign which has had great appeal to the recipients is the apparent 


willingness to provide types of projects which an underdeveloped 
country wants without requiring economic justification for the project 
or attempting to secure governmental reform of various economic 
policies. Nor does the bloc appear to require the various accounting 
checks which are involved in U.S. programs. That bloc aid is not 
without its political objectives and conditions, however, has been well 
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illustrated by the historic “postponement” of credits to Yugoslavia 
when ideological conflict occurred and the pressure on Finland when 
Government policies offended. No one who will listen to the clear 
enunciation of policy of the Communist leaders can doubt that the 
basic purpose of bloc aid is to promote the achievement of a Com- 
munist world. 

Our efforts to defend our way of life, to prevent the spread of 
Communist power, are not efforts to impose our views on others or to 
require a common fealty to the United States. The efforts we make 
to help others to defend themselves, to achieve progress, are basically 
and fundamentally a part of our own creed. 

We believe in the right of all peoples and nations freely to choose 
their own ways of life; we believe in cooperation, based on respect, 
with other nations; we believe in the dignity, rights, liberties, and 
importance of the individual man, the subordination of the state to 
the interests and will of its citizens; we believe in decision by dis- 
cussion and dissent, in tolerance, in governments of laws, not of men, 
and in peace with justice. 

These are the beliefs on which our Nation was founded, on which it 
grew strong and great, and on which its future strength and greatness 
depend. It is these beliefs which motivate us to join with others in 
the defense of them. It is because we believe in these concepts that 
we Wish to assure that other men may have the opportunity to enjoy 
the blessings of life in a free society. 

Thus our efforts in the mutual security program have high pur- 
pose. We seek to defend ourselves and to assure our own security; 
we seek equally to support the right of every nation freely to deter- 
mine its own system of government; we seek equally to help in the 
progressive betterment of human beings. It is for these reasons that 
we have had a mutual security program; it is for these reasons that 
we should and must continue it. 

The program for mutual security which we are proposing for fiscal 
year 1961 has been most carefully constructed and reviewed. It repre- 
sents the best and most considered judgment of the executive branch 
as to that pattern and dimension of activity and effort which is essen- 
tial to the maintenance and promotion of our national interests. It 
is, in our view, the program required to provide an adequate response 
to the obligations which we, as freemen, have to ourselves and to our 
fellow men. 

This program has two major and complementary purposes. The 
first of these is the preservation of an adequate defensive strength. 
The second is the encouragement and promotion of human betterment. 

For this first purpose of defensive strength we seek to provide mili- 
tary equipment and training to other nations in amounts and kinds 
appropriate to their needs and ours for the maintenance of effective 
military forces. For those of these friendly and allied nations which 
are unable through their own efforts to maintain the military forces 
which we agree are essential, we also propose to provide, as we have 
done before, such additional resources as are needed to enable the 
maintenance of an adequate defense. In some other nations, we are 
providing resources to assure the maintenance therein of vital mili- 
tary facilities required for our defense. 
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Some of the nations with which we are allied and in whose defen- 
sive strength we have great interest no longer require our help to play 
their part in effective joint defense. Thus in Europe our program 
does not include new commitments for grant aid to the more prosper- 
ous European nations, although our interest in their defensive 
strength continues unabated. Elsewhere in NATO the growing 
capabilities of our partner nations are expected to enable them to 
meet in increasing measure the costs of the military forces which are 
needed for the common defense. Similarly the need for economic 
help, that is, for defense support assistance, on the part of other allied 
nations which have been receiving such assistance is decreasing some- 
what. Thus our request for defense support funds is $111 million 
less than the amount we asked for last year. These encouraging de- 
velopments reflect a measure of success in the common effort to attain 
greater military and economic strength. Our program demonstrates 
that the capabilities for self-help of our allies as well as their needs 
are fully taken into account in developing our proposals for assistance 
to them. With this assistance and a continuation of increasing self- 
reliance and capability, we can and will maintain the strong and 
effective defense which our security demands. 

Human betterment: For the second purpose of our program, the 
encouragement and promotion of human betterment, we seek to pro- 
vide resources both human and material to help other nations to de- 
velop their skills and their economies, to bring to their peoples a meas- 
ure of hope and faith that their aspirations for a better life will and 
can be met in increasing degree. 

Our help in developing human skills, in making available the 
knowledge and technical expertise of our civilization, is provided 
largely through technical assistance programs, both bilateral and 
multilateral. Thousands of dedicated Americans are laboring abroad 
in over 60 nations in a wide variety of technical projects in such fields 
as agriculture, education, and public health. These men and women 
are working with the people of other nations, striving together for 
solutions to the problems they face in advancing the level of skills 
and knowledge which is so essential to progress. Those of us who 
know at firsthand the splendid work being done by these Americans 
are proud of them and the part they are playing, frequently at great 
personal sacrifice, in the cause of human betterment. 

Our help in the form of material resources, in the financing of de- 
velopment, is furnished in the form of both grant and loan assistance. 
While primary reliance for U.S. Government assistance in the financ- 
ing of economic development programs and projects is placed on the 
Development Loan Fund, we do provide special assistance in the 
form of grants and loans to nations where such help is required be- 
cause of unusual or compelling circumstances which make reliance on 
the Development Loan Fund unsuitable or inappropriate. 

Each such case will, of course, be specifically justified in our pro- 
gram presentation. Through the Development Loan Fund we have 
been able to respond to the needs for loan financing in close cor- 
respondence with the determination and capability of the borrowing 
nations. Thus the primary criteria for use of these funds has been 
the need for help and the capacity to use it effectively, as was the in- 
tention of the Congress and the executive branch in establishing this 
instrument. 
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We anticipate, as you will hear in the more detailed testimony 
which will follow, that these development loan funds will continue to 
be used in the same manner—so as to respond to the initiative and 
efforts of other nations rather than in an indiscriminate fashion. 

Interdependence: Our preoccupation with the importance of these 
objectives of adequate defense and human betterment, and with the 
role we should and must play, sometimes results in our overlooking 
the fact that it is primarily on the efforts of our friends and allies 
that. we must and do rely. Our aid, military, economic, and tech- 
nical provides only a small part of the resources required. This 
marginal aid is, of course, of critical importance since it can mean 
the difference between success and failure. However, we must not 
forget that if others depend on us for this critical margin of help, it is 
we who depend upon them for the provision of the major proportion 
of material and human resources and for the effective use of both 
these resources and those which we provide. Truly, we are interde- 
pendent. We are not engaged in charity; we are engaged in a mu- 
tually beneficial program in which we must rely on one another for 
our common security and progress. 

U.S. efforts to help in the cause of progress are not, of course, the 
only efforts being made. It is a matter of real satisfaction and encour- 
agement that in increasing degrees the other industrialized free nations 
of the world are responding to the challenge of the need for progress. 
The nations of Western Europe and Japan are expanding their efforts 
to help in the development of the new and emerging nations. The ad- 
vent of the International Development Association and the forthcom- 
ing Washington Conference of Industrialized Nations which will con- 
sider further ways and means of cooperation in this task, augur well 
for the future. 

In summary, gentlemen, we and other freemen everywhere share 
common goals and common beliefs. We also share a common danger. 
Our objectives are clear. We want peace and progress. We can and 
we shall achieve them. To do so, we must provide for our security 
while developing our resources and institutions. The achievement of 
our common objectives is a common responsibility to meet which re- 
quires the best efforts of all of us. 

The mutual security program is of vital importance as a part of our 
participation in this great mutual effort for peace and progress in free- 
dom. I cannot urge too strongly your early and favorable action to 
authorize its continuance. 

Thank you very much. 

Chairman Morgan. Thank you, Mr. Secretary. 

Mr. Secretary, of course, you are familiar with the procedure of the 
committee. We operate under the 5-minute rule. 

Mr. Secretary, you give this program your personal endorsement as 
part and parcel of our own security and the security of the free world ? 

Secretary Herrer. I could not emphasize that too strongly, Mr. 
Chairman. 

Chairman Morean. Mr. Secretary, you know the total appropriation 
request this year is $4,175 million, which is approximately $200 million 
plus more than requested last year. 
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The President received last year a final appropriation of only $3,285 
million. This is almost a billion dollars less—$949 million. It is quite 
a difference. 

Isn’t it correct that the difference is mostly in military assistance? 

Secretary Herrer. Yes. 

Chairman Morean. Last year the President received only $1,300 
million in military assistance. This year he is requesting $2 billion. Is 
that increase in military assistance a direct result of the recommenda- 
tions made by the Draper Committee ? 

Secretary Herter. Not entirely. The spending under the military 
assistance had over a period of recent years been in the neighborhood 
of $2.4 billion. From the earlier appropriations made by the Con- 
gress, a considerable pipeline had been established and year by yea 
the executive branch was drawi ing down on that pipeline until last year 
the pipeline had declined to the point where it could no longer be 
drawn on for current use. 

I think it is around $2 billion at the present time. The $2 billion is 
the minimum that should be maintained in a pipeline to continue safe 
level of deliveries. 

Last year under the cutdown, the expenditure was still very close 
to this rate of two billion four. The amount that is requested for 
this year doesn’t mean an increase in spending. It means merely 
trying to hold us even at a somewhat lower level in the military field 
than that which we have been carrying on for the last few years, but, 
because of the exhaustion of the pipeline there has to be a renewal 
to make up for the possibility of drawing on it for future programs. 

Chairman Morgan. Quoting from the Pr esident’s message, I see we 
expect to deliver only one billion eight in military assistance this 
year. The President suggested our pipeline should be about two bil- 
lion two for maximum secur ity. 

Secretary Herrer. The pipeline has been actually drawn down 
lower than it should be. 

Chairman Morcan. Last year in the Mutual Security Act of 1959, 
we had a continuing authorization for military assistance and a con- 
tinuing authorization for the Development Loan Fund. So approxi- 
mately $2,700 million of the appropriation request made by the Presi- 
dent yesterday is already authorized. This committee has before it 
in the pending bill only $1,454,900,000. 

The biggest item in that $1, 454, 900,000 is defense support. I see 
the President’s request is $724 million for this the next fiscal yeal 

Secretary Herter. That is correct, sir. 

Chairman Morean. According to your testimony, that is $111 mil- 
lion under what he requested last year 9 

Secretary Herter. That is correct. 

Chairman Morcan. Of course, the authorization, as I remember it, 
gave him $725 million, but the Appropriations Committee cut that 
to $695 million. What he got last year is still $49 million under 
what he is requesting this year. 

Secretary Herrer. Yes, that is right. I have the exact figure here, 
last year you authorized $751 million. We are asking for $724 million 
this year. 

Chairman Morean. I mean the Appropriations Committee reported 
$695 million. That was your fund figure. 
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Secretary Herrer. Yes. 

Chairman Morean. Mr. Secretary, if the Committee on Appropria- 
tions is going to approve any figure around $2 billion, they should 
include $725 million for defense support for the 12 countries with 
which we have mutual security agreements as a vital part of the 
program. 

You think the figure of $725 million is an essential portion of the 
authorization pending before this committee ? 

Secretary Herrer. Yes. I think the detailed testimony we bring 
before you will bear that out. 

Chairman Morean. Mr. Secretary, we intend to hold detailed hear- 
ings on the justifications for the $725 million. Defense support is 
one of the portions of this bill that has always been under attack 
from Members of Congress on the floor on the grounds that it is 
strictly economic aid. It is economic aid, however, that is essential 
to our military assistance. 

Secretary Herrer. It is an overall part of our military posture. 
The nations that are involved could not maintain the Military Estab- 
lishment which we feel is the minimum essential to assure the defense 
of the free world without receiving the economic assistance that goes 
with it. 

Chairman Morcan. Mr. Secretary, I see you quote in your state- 
ment that this program has been carefully prepared in the executive 
branch of the Government. You feel that the money requested here 
is very, very essential ? 

Secretary Herter. I do. 

Chairman Morean. Mrs. Bolton. 

Mrs. Borron. It is very good to have you back with us, Mr. Secre- 
tary. We feel you have perhaps come home a little while when you 
come to us, 

My area in all of these matters is a certain responsibility for an 
African program. It is very heartening to know that the Department 
has that also very much in its mind. 

I am wondering if we realize, all of us—I am sure you must—that 
the African countries that are coming into their own now are looking 
around to see what kind of program would get them ahead the fastest, 
whether it would be ours or whether it would be Russia’s or China’s. 
China is now coming very much into the picture in Africa. She has 
just, as you know, established a very large Embassy in Morocco. 

Are we doing everything we can to put into the African area not 
only money but personnel that is equipped and ready to meet all the 
very intricate problems? 

Secretary Herrer. Yes, Mrs, Bolton. We are very conscious of 
the problem that you describe. The entirely new aspect Africa has 
taken in recent years is very extraordinary. The fervor for independ- 
ence, the fervor for material advancement has moved with a rapidity 
which is quite extraordinary. 

While we had counted, for instance, on perhaps four nations of 
Africa becoming independent this year, there are indications now that 
this number may be doubled or increased further. Each one of those 
nations is doing exactly what you say. It has had no experience with 
self-government. In some cases there have been semiautonomous gov- 
ernments, but in many cases the transition from their former colonial 
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status to that of independence is going to be pretty abrupt. They are 
naturally weighing how they can move fastest. 

A great many blandishments are being presented to them; that if 
they join the Communist-type of development through an authori- 
tarian government they will move much faster than if they stay with 
the free world. 

Also, as you know, Mrs. Bolton, the strongest urge that they 
have is that of getting education. They have come to realize them- 
selves that their own resources cannot be developed until they develop 
the skilled manpower that can adequately develop those resources. 

This is the area in which I think at the outset we can perhaps be of 
the most help before large-scale economic development is possible. 

Mrs. Bouron. I am very happy to have you say that. That means 
we are not contemplating any of the military things that seem to be 
so important in other areas of the world. The education and prepara- 
tion of their own people to carry them forward is very much in our 
minds. 

Chairman Morean. Mr. Carnahan. 

Mr. Carnanan. Mr. Secretary, it is good to have you before the 
committee again and to again have for cible evidence of your devotion 
to our security throughout the world. 

I notice you state: 

I consider the mutual security program to be vital to our security end an 
indispensable instrument of our foreign policy. 

Would you say that the mutual security program is one of the basic 
instruments of foreign policy ? 

Secretary Herrer. I would. 

Mr. Carnanan. And among the harsh facts that we must face, you 
state: 

The harsh and basic fact is also, and this is of the greatest importance, that 
the masters of the Communist world and their followers are deeply and firmly 
dedicated to the proposition that the extension of their control over the rest 
of the world, both the prosperous and the less fortunate parts, is inevitable, 
and to be pursued by any and all means that may be available. 

Do you see any evidence of any deviation on the part of the Com- 
munists from this policy of world domination? 

Secretary Herrer. No, sir, we see none. 

Mr. Carnanan. Thank you, Mr. Secretary. 

Chairman Morgan. Mr. Merrow. 

Mr. Merrow. Thank you, Mr. Chairman. 

Mr. Secretary, I join with my colleagues in saying that we are very 
happy to have you with us again. I think that you made a most ex- 
cellent presentation this morning. 

Do you feel, Mr. Secretary, that the funds which we spend in the 
mutual security program are as essential for our national security as 
funds we spend in any other area of defense? 

Secretary Herrer. Well, I wouldn’t like to draw a comparison be- 
tween our military expenditures and these expenditures. 

I think they are both an essential part of our security. Obviously 
we have to have sufficient military strength to deter any sort of ag- 
gression on the part of the Communists. 

In addition to that, though, we require this type of a program if the 
process of nibbling away at countries by peaceful means, bit by bit, 
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is something that isn’t going to faze us. Here we have clearly the 
very situation that, Mrs. Bolton outlined, not confined entirely to 
Africa, but including the countries of Asia, countries in the Middle 
East, which are doing the same type of questioning that the Africans 
are doing as to W hether, if they went into the Communist camp, they 
could not advance their lot faster than if they stayed with the free 
world. 

That is a problem that we cannot escape. It is one that the free 
world must cooperate in trying to meet. 

Mr. Merrow. You feel the entire sum of around 4 billions as has 
been recommended by the executive department, is the minimum 
amount that we ought to make available in the military and the eco- 
nomic field ? 

Secretary Herrer. Yes, in the military assistance field and in the 
economic field. There are, of course, other agencies that come into this 
picture that are important, particularly loaning agencies like the 
World Bank and technical agencies of the United Nations. 

But, from the point of view of our contribution, we feel this is a 
minimum. 

Mr. Merrow. Should the course of the proposed legislation follow 
the same pattern of operation as in the past, and a cut is made in the 
funds in the same proportion as has been done in the past, would you 
care to comment on what it might do to the program ? 

Secretary Herrer. I would ‘rather not speculate on that. It would 
be a very deep disappointment to us and would hamper us greatly. 

I might point out one thing in connection with the military end 
of the program. If we should abandon the military assistance, I think 
that we would find very soon that our own military expenditures, from 
the point of view of our Defense Department budget, would have to 


be increased many, many times over that which we spend for the 
military assistance. 


Mr. Merrow. Thank you, Mr. Chairman. 

Chairman Morgan. Mr. Zablocki. 

Mr. Zastockt. Thank you, Mr. Chairman. 

Welcome, Mr. Secretary. 

On pages 6 and 7, Mr. Secretary, you refer to and outline Soviet 
bloc aid. What effect has Soviet bloc aid had on our own aid pro- 
gram? Has it intensified or stepped up our assistance? What effect, 
if any, did Soviet bloc aid have on our aid program ? 

Secretary Herter. We have not necessarily entered into a direct 
dollar-for-dollar or dollar-for-ruble competition. I think it has 
pointed up the necessity of our continuing what we are doing. 

I think what has happened i is a recognition on the Russian side or 
Soviet bloc side, that this is an important element of foreign policy 
and while they have been late in beginning it, they are intesifying their 
program, continually feeling this is an area in which they can make 
real headway. 

Mr. Zastockt. Mr. Secretary, some of the criticism of the U.S. aid 
program in the past was that our aid trickles down to the masses and 


very often there is little immediate tangible evidence of human better- 
ment as a result of our aid. 
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On page 7 of your statement, in referring to Soviet bloc aid, you 
state: 

A feature of the bloc campaign which has had great appeal to the recipients 
is the apparent willingness to provide types of projects which an underdeveloped 
country wants without requiring economic justification * * * 
and so forth. 

On page 8 you state: 

The program for mutual security which we are proposing for fiscal year 
1961 has been most carefully constructed and reviewed. 

In the 1961 program has the executive branch taken into consid- 
eration (1) the criticism of the aid program in the past, and (2) has 
due consideration been given to impact programs, to aid that has 
“oreat appeal to the rec ipients’ "9 

“Secret: uy Herrer. You raise a very difficult problem that is faced 
constantly by those who are programing our aid. It is the relative 
merits of what might be called an impact program, something that 
may be created quickly and visibly like an athletic stadium or some- 
thing of that sort, versus something more basic which will be for the 
benefit of all of the people in bringing up their standard of living and 
giving them employment. 

Since psychologically an impact program is something that shows 
immediately and people talk about, there is a great temptation to 
move into such projects even though the same amount of money might 
in our judgment be better spent on a dam, an irrigation project, a 
fertilizer plant, or something or that kind, which is “much less sensa- 
tional 

Mr. Zastocki. Particularly when the fertilizer plant is not in oper- 
ation after 6 years. 

Secretary Herrer. I know what you are referring to. 

Mr. Zastockt. A final question, Mr. Chairman. 

Mr. Secretary, on page 4 you state, “Our efforts to create this 
defensive strength have been successful efforts.” 

On page 5 you state, “Our mutual efforts have been successful, 
though the completion of the task lies far ahead.” 

I presume in the more detailed testimony the committee will receive 
concrete evidence of our successes. 

Secretary Herrer. Yes, sir. 

Mr. Zastockt. Thank you. 

C pana Moraan. Dr. Judd. 

Mr. Jupp. Thank you, Mr. Chairman. 

We are always glad to have you as a witness, Mr. Secretary, be- 
cause we have the greatest confidence in you. 

We are troubled, especially on trips abroad, to find that, for what- 
ever reason, the program is not being carried out as well as we would 
like. The Communist bloc in every country finds out what people 

want and promises it to them in order to get political control. If 
they get that, they get their objectives. They don’t care whether 
the people are ‘better off or not once they have seized power. 

So they make extravagant promises to give people whatever they 
want, in order to get political control, while we are carrying on the 
basic developments which the Communists will then use after they 
get control. 
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I wonder if, as a matter of practical commonsense, we don’t need to 
shift more effort to the impact kind of programs even though they 
may not be as well justified in dollars and cents. There is no use 
having conducted a successful economic operation if the patient is 
dead at the end. 


Secretary Herter. You point out a very real dilemma that our pro- 

“aming people face continually. 

~ As you know, what you might call impact projects are often 
termed boondoggles. Naturally those who carry out the program 
are very sensitive to that type of criticism, because of mistakes that 
have been made in the past, because we were groping our way, so 
to speak, in a new field. 

But I agree with you that there are times when one should, for 
psychological reasons, engage in an impact-type program, particu- 
larly when there is a direct competitive element, a visible competitive 
element which requires us to shade our economic judgment where 
psychological factors are involved. 

Mr. Jupp. One of the reasons for bri inging it up is that some of the 
greatest obstacles to such emphasis are in our own body. If we 
don’t achieve our political objectives, as their political objectives are 
the sole purpose of the Communists, then it doesn’t make much dif- 
ference whether or not our economic programs add up in dollars and 
cents. Therefore we have to do a better job in the House of Repre- 
sentatives and in the Senate and in this country to get people to see 
what it is we are trying to do. 

There has to be greater flexibility. The Communists don’t do 
stupid things, by and large. If they carry out their programs with- 
out too much emphasis on economic justification and so on, and they 
are Winning, then surely commonsense requires that we pay a little 
more attention to the successful methods ri are using. 


I want to ask another question in the field of policy. Have I time, 
Mr. Chairman ? 


Chairman Morean. You have time. 

Mr. Jupp. A lot of people are saying that a division or a cleavage 
is developing between the Russian Communists and the Chinese Com- 
munists. Out in the Far East last year we found few people who 
thought there is any such division. They thought the Russians in 
their peace posture are like the right halfback who rushes off in one 
direction trying to pretend he has the ball, while the other back, in 
this case, the Communists of China, are going in the other direction 
with the ball. So the Russians are putting on the peace act for the 
benefit of the West while they are using the Chinese in Africa, the 
Middle East, Latin America, to carry the expansionism ball. 

That is, Khrushchev is using deception; the Chinese Communists 
are using power in India and Tibet. The infiltration in Africa is 
now being handled largely by Chinese Communists. Do we have 
anything “to support that analysis or feeling that we ran across in 
Asia? 

Secretary Herter. Yes. Naturally, we study every bit of evidence 
we can get to try to come to the best conclusion on this matter that 
we can. I don’t think it is clear. I think that there are some real 
difficulties between Russia and China. On the other hand, I don’t 
think the Russian feelings are too hurt when they see the Chinese 
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carrying the ball in directions that they themselves want to be 
cleared of. 

There would appear to be some conflict. 

Mr. Jupp. If the Chinese Communists succeed in their plays, 
it is a great victory for world Communists. If the Russians see the 
Chinese Communists are not succeeding, then Khrushchev can assume 
the role of peacemaker and make himself loom larger in the world. 
Either way they hope to gain. 

Thank you. 

Chairman Morgan. Mr. Burleson. 

Mr. Burteson. Thank you, Mr. Chairman. 

My respects, Mr. Secretary. 

Mr. Secretary, we have numerous international lending agencies for 
about every conceivable purpose. There must be a half dozen or more 
international bodies and our own lending agencies, such as the Develop- 
ment Loan Fund.: I have felt that many of them, particularly the 
Development Loan F und, were a subterfuge; that it was easier for us 
to represent to the American people that we were making loans 

rather than giving it away. 

Mr. Secretary, assuming for the sake of the question that these 
loans are truly what they indicate, loans to be repaid, is there a possi- 
bility that the Development Loan Fund may be drawn on for all or 
any part of this defense support request ? 

Secretary Hrerrer. The Development Loan Fund is, of course, a loan 
agency. It cannot make grants. You have to distinguish it though 
from some of the existing loan agencies, particularly the W orld 
Bank, and the International Monetary F und, and the Intern: tional 
Finance Corporation, because they demand repayment on loans in 
hard currencies. 

Many of the countries that we are talking about, those who are in 
particular need of help, have no way of earning the international 
exchange with which to make repayments in hard currencies. 

The Development Loan Fund operates so that it can receive repay- 
ment in local currencies and in turn make those local currencies a 
nucleus of « -apital within the country to move that country ahead. 
That isa very important distinction. 

The IDA, which is now still subject to coming into complete operat- 
ing force, will probably have a similar capacity, operating together 
with the World Bank. But as of now it is not in the field. 

As of now the subscription of capital to the IDA would be inade- 
quate to handle the existing situation, but it is quite possible that in 
time the IDA may develop into the single loaning agency that goes 
into the soft currency repayment field. 

Mr. Burteson. I won’t pursue it further, Mr. Secretary, but would 
like to discuss it later. 

I have often wondered, Mr. Secretary, what is the hurry? The 
conditions which we face today are those which have existed for a 
very long time. I recognize, of course, that changes have rapidly 
occurred, but it seems to me that in our hurry these efforts have 
become so large and so clumsy that a more modest program could 
bring a greater accomplishment and without the exhaustion of our 
resources. 

I ask the question : What is the hurry ? 
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Is it because, as we are now preoccupied with missiles and military 
arrangements of one sort and another, we have to beat the Soviets 
for the minds and hearts of men? 

Is that the idea, that we must hurry and do all of these things with 
great haste and great waste for fear that the Soviets are going to beat 
us to it? 

Secretary Herrer. I think the humanitarian element, which is 
always present in this type of thing, is the biggest element in it. But 
I think the very point that I tried to stress at the outset of my testi- 
mony is that this world is changing very, very fast. The forces of 
discontent among peoples are moving at an accelerating rate and are 
moving because of the strides made in the means of communication— 
whether by transportation or by communication through the air, 
through radio, or the dissemination of the ability to read. The tre- 
mendous ferment that is taking place is an extremely difficult thing 
tocalculate. It isas real as it can be. 

We have to face it realistically. It is there and it is facing us. It 
isa challenge that we cannot pull ourselves away from. 

Mr. Burieson. Is my time up, Mr. Chairman? 

Chairman Morean. Yes. Mr. Fulton. 

Mr. Fuuron. We are glad to have you here, Secretary Herter. 
Members of this committee have gone back to private life, have be- 
come Senators and Governors and U.S. Ambassadors. As a previous 
member of this committee, I am particularly pleased and glad to have 
you become U.S. Secretary of State. 

From my point of view you have done an excellent job, having served 
under your Ye sxadership at the last United Nations General Assembly 
as a U.S. delegate. I have a great respect for what the Secretary of 
State has done in keeping the U.S. people at peace and prosperous in 
this troubled world. 

The proposed new money of the 1961 authorization of $1,454,900,000 
is just about 1% ths percent of the proposed U.S. budget for 1961. 

Secretary Herrer. I haven’t done that arithmetic. I will accept 
your figure. 

Mr. Fuuron. This new authorization for the U.S. foreign-aid pro- 
gram in new money is a very smal] amount of the total Federal tidant. 
So when this amount is under 2 percent of the total Federal budget, it 
is not a large amount of money that is either going to make or break 
the $450 billion annual gross national product of the United States 
of America; is it ? 

As to variations in the economy—our U.S. people have gone up 

2 percent in the level of the U.S. economy in January which is 


greater than the total amounts spent on this particular program, 
are they not ? 

Secretary Herter. That is right. 

Mr. Funron. The second thing i is this: I was glad to see your com- 
ment that the Department of State will not swing this or that way 
with every political breeze that comes along and try to meet the Com- 
munist foreign political program, adopting the other fellow’s posture. 
When we have been so successful in the U.S. program, it is a compli- 
ment that they have imitated us on our aid programs. Don’t you 
think it is better that we on our foreign-aid program of the United 


States have really a mutual security and assistance program, so that 
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we pick projects that will raise the standards of living and economies 
of all the peoples of the free world and do it on a permanent basis 
rather than try to curry their favor for a short time, on a political 
basis ? 

Secretary Herrer. That is the same question in a different form 
that Dr. Judd asked. 

Mr. Fuuron. I think with a different approach on it. The good 
doctor thought we should move a little in the direction of the cur- 
rently popular programs. J am saying, “No; stick with the good 
basic programs and get strong and wait for the raising of the standards 
of living for the peoples of the free world.:’ 

Secretary Herrer. This, as you know, has been our policy and I 
think our program has followed that policy. 

I couldn’t disagree with Dr. Judd, however, when he says if it were 
a question of losing a country and having it go into other hands in 
the absence of an impact program that we shouldn’t give that tech- 
nique full consideration. 

Mr. Futron. I hope you wen’t attempt it too often on that basis— 
to decide on foreign-aid projects on a major political base rather than 
an economic base. 

Chairman Morean. Mrs. Kelly. 

Mrs. Ketiy. Thank you, Mr. Chairman. It is always nice to greet 
you, Mr. Secretary. 

Mr. Secretary, you have requested in this bill, I believe, about $2.7 
billion for military, including defense support. Excluding Spain, 
Greece, and Turkey, how much of this is earmarked for Europe? 

Secretary Herrer. I don’t know if I have the exact figure here. I 
know that testimony will be given to you in the exact amounts, coun- 
try by country, as the hearing goes on. 

May I supply that for the record for you? 

(The information appears on page 34. ) 

Mrs. Ketiy. Mr. Secretary, I was wondering if it was greater or 
smaller than last year. Could you estimate that for me? 

Secretary Herrer. My impression is it is considerably less. There 
is no defense support at all. 

Mrs. Ketiy. The total military, let’s say for Europe, was near a 
half billion last year, about $427 million, I believe. Does that equal 
the request for this year? 

Secretary Herter. It issomewhat larger. 

Mrs. Ketity. Somewhat larger? 

Secretary Herter. Yes, all told. 

Mrs. Ketxiy. On page 9 you mention that the European nations are 
more prosperous. I wondered in that regard, is there a decrease in 
order for them to pay an increased share of the mutual defense cost? 

Secretary Herrer. I am sorry. There is a little confusion here be- 
tween the appropriation and the amount spent. The actual expendi- 
ture, I think, will be smaller. The appropriation will be greater be- 
cause again we drew as heavily as we could on the pipeline last year 
to carry out commitments previously made. 

Mrs. Kutiy. Does this amount include that which was recommended 
by the Draper report ? 
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Secretary Herrer. It included a considerable amount of that rec- 
ommended by the Draper report, specifically, that on modernization 
of weapons. 

Mrs. Ketiy. Thank you, Mr. Secretary. 

Then on page 3 you mention the great military strength of the 
Communists. There has been a weakening of the Mutual Defense As- 
sistance Control Act in recent years—does not this weakening help 
the U.S.S.R. to maintain—I am sorry you did not hear me, I will 
repeat. There has been a weakening of the Mutual Defense Assistance 
Control Act, the so-called Battle Act. 

Secretary Herter. Yes. 

Mrs. Ketiy. That being so, and with the possibility of greater trade 
to Europe, to the U.S.S.R., both from us possibly and through our 
allies, does not this permit the U.S.S.R. to increase and maintain 
their military strength ? 

Secretary Herter. We are hoping, of course, that our allies are 
going to increase their military strength continuously. 

Mrs. Ketiy. I am referring to the U.S.S.R. The mike is too low, 
I am sorry you misunderstood. 

Secretary Herrer. There is one thing I must say about military 
strength, and that is that the cost for equivalent strength keeps in- 
creasing. So the dollar figure is not always a gage of strength. The 
replacement of automotive vehicles and things of that kind go up as 
they have gone up in this country. They have gone up in other 
countries, so that often the dollar figure does not in itself represent 
a difference in strength. 

Mrs. Kextiy. I would like to go further into that in the closed 
hearings. 

Mr. Secretary, I have one more question: Has the United States 
a foreign policy toward the eastern European nations and have we, the 
United States, a foreign policy toward the captive nations of eastern 
Europe? 

Secretary Herter. Yes; that foreign policy hasn’t changed over a 
long period of years. 

Mrs. Ketiy. Could you mention what it is? 

Secretary Herter. We have, as you know, consistently favored the 
sel f-determination of those countries. We still do. 

Mrs. Ketiy. This idea of a coexistence would not in any way have 
an effect on them ? 

Secretary Herrer. No, we don’t want to do anything to freeze the 


status quo which might make it more difficult for them to regain their 
own freedom of choice. 


Chairman Morgan. Mr. Jackson. 

Mr. Jackson. Thank you, Mr. Chairman. 

Mr. Secretary, I join with the other members in welcoming you 
back as our most distinguished graduate. 

I note, commencing on page 5 of your statement, Mr. Secretary, 
and continuing on page 6, you set forth very clearly what our po- 
sition should be with respect to these nations which are emerging 
from colonial status. 

You say, “It is inescapably in our interest that these people and 
nations receive our support and encouragement in their efforts to 
progress in institutions of their own choice.” 
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In your assessment of the overall program, would you say—and I 
have reference now to one nation in the Western Hemisphere which 
appears to be going back to a state of communism—would you say 
it is inescapably in our interest that we do in this instance in the 
Western Hemisphere what you propose we do for countries emerging 
in Africa ? 

Secretary Herter. I do indeed. I think the same ferment that I 
have spoken of with regard to Africa is very apparent throughout 
Latin America; that the urgency with which every Latin American 
country views its own need for economic development has accelerated 
tremendously, becoming more and more of an obsession from the 
point of view of every government in Latin Americ: 

Mr. Jackson. I don’t wish to belabor any particular country at 
this stage of the hearings. We will have ample opportunity to do that 
later. 

Assume that a government in the Western Hemisphere appears to 
be steadily moving forward to Communist government; do we con- 
tinue to lend our support and assistance to that government in spite 
of whatever it may do or whatever its leaders may have to say about 
the United States? 

Secretary Herren. No. I misinterpreted your question. I think 
you are speaking directly about Cuba. 

Mr. Jackson. Exactly. 

Secretary Herter. We are certainly not condoning any actions of 
Cuba that we feel are contrary either to our agr eement with Cuba or 
to the accepted practices of international law. 

In the Cuban picture you have certain considerations from the point 
of view of our treaty obligations and our agreement with the Organi- 
zation of American States with regard to internal interference either 
from a political or economic point ‘of view. 

If I may, I would like to reserve that answer either to myself or 
another witness in an executive session. 

Mr. Jackson. That is quite all right. I don’t suppose that anyone 
assumes, Mr. Secretary—I say this “because last year we spent many, 
many days on the discussion of baths for camel drivers and fertilizer 
plants—I don’t suppose anyone assumes that all of these programs and 
projects have been successful. 

I would certainly hope that during the course of the hearings which 
we are to have on the bill this year, it will not be necessary for the 
members of the committee to receive their information on failures from 
sources outside of the executive branch, from employees who for their 
own reasons ¢ ete these things to us. 

As I told Mr. Jamieson the other day, I hoped someone would say 
frankly when asked about a particular program, “It wasn’t any good; 
it didn’t work out the way we hoped it would.” 

It would save the time of the committee and of the witnesses, if 
someone would say frankly that project X, Y, or Z was a failure, be- 
cause I am sure that no one on this committee is unreasonable enough 
to believe that everything that is being done is going to work out. 

It would be helpful if we could get away from the justification stand- 
point at all times to arrive at one of frankness with the committee. 

Thank you very much, Mr. Secretary. 

Chairman Morean. Mr. Hays. 
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Mr. Hays. Mr. Secretary, I would like to say, too, that I am pleased 
tosee you. You are such a nice fellow personally that you almost, but 
not quite, keep me from asking you any questions that you might find 
unpleasant to answer. 

I have a question on policy that I don’t know whether you have the 
answer to or whether anybody does, but I am going to throw it out and 
hope some day somebody will come up with an answ er. 

Apparently the : administ ration has made a decision that we can only 
afford to be second best in missiles; that. we can’t afford to match the 
Russians in their emphasis on education ; that we can’t afford a housing 
program; that we can’t afford anything for river pollution; that we 

can’t afford expanded medical care for “old people, but we can afford 
to out-give the Russians by 4 to 1. 

Who made this decision? Do you know or was there an overall deci- 
sion, or did it just happen like Topsy ? 

Secretary Herrer. Mr. Hays, you are getting into a field that is out- 
side of my ken now on the comparative merits of these various things 
that you are talking about. I have a degree of responsibility in the 
foreign field. Naturally our defense posture and our efforts to hold 
the free world and hold the nations in the free world together are my 
primary responsibilities. 

When I speak of our defense posture, I can only repeat what I 
have said on numerous occasions, that being behind temporarily in 
the missiles fieid is not in my opinion looking” at the overall capability 
delivery that we have, which is a controlling factor. 

I am convinced we have very great strength and sufficient strength 
to act as a deterrent power, and not come out second best. 

Mr. Hays. In a field that is directly under yourself, do you know 
who made the decision, and this certainly affects foreign policy, that 
the U.S. Navy will police the Suez C anal for Nasser and prevent cer- 
tain ships from going through it and certain ships which may have 
called at ports in Israel from doing business with the United States? 


Secretary Herter. I think I know what you are referring to, with 
regard to certain charters ? 


‘Mr. Hays. That is right. 

Secretary Herrer. That is a matter that has come to our attention 
recently. 

We didn’t even know of the charter provisions until we heard about 
them in the press and then the Israeli Embassy protested in regard to 
them. 

We are in the process of discussing these matters with the Navy. 
As I think you know, we have taken a very strong stand on the free- 
dom of transit thr ough the canal. 

Mr. Hays. One final question, Mr. Secretary, which is in line with 
what Mr. Jackson said. 

If you don’t care to answer it in open session, I can understand that. 

Mr. Mikoyan made a deal, which was hailed in the Cuban press the 
other day as a great thing for Cuba, to buy a million tons of sugar 
at the world market price. Don’t you think we could get a lot of 
adulation and friendship if we w ould buy some at the w orld market 
price and not pay a subsidy for it? 

Secretary Herter. That statement of Mr. Mikoyan is of interest 
not from the point of view of the Cuban economy as such, because 
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Cuba always sells a considerable percentage of her crop at the world 
market price, but because it is a considerably larger slice of the total 
that the Russians have taken unto themselves. Whether the Russians 
are buying that sugar for internal consumption or resale somewhere 
else, we don’t know, 

Mr. Hays. Does that make any difference? 
Secretary Herrer. It is outside of the usual pattern of trade in that 
it is a larger amount than the Russians have been accustomed to buy- 
ing from Cuba. 

Mr. Hays. I don’t think the American people are very happy that 
we are running a Brannan plan for this Government in Cuba which 
is tending more toward communism more and more every day. 

Secretary Herrer. I can understand, sir, and that brings up the 
whole question of the renewal of the Sugar Act, which will, of course, 
come before the Congress before the end of the session because it 
expires this year. A great deal of thought is being given to that issue. 

Mr. Hays. Thank you. 

Chairman Morean. Mrs. Church. 

Mrs. Cuurcu. Mr. Secretary, it is good to have you here. 

I would like to say that I think your statement of purpose is one 
of the best that has been presented to us. 

There are some of us, nevertheless, who are always forced to dis- 
tinguish between purpose and actual performance. 

I would like to echo the words of the gentleman from California. 
It has been disheartening in times past to suspect a lack of willingness 
to admit waste or error. 

Last year a strong effort was made by this committee to put a 
person within your own Department who would more or less be a 
supervisor of the program. I would like to ask if he is going to make 
a report to us and give an account of what he has accomplished. 

Secretary Herter. He will be testifying before you. 

Mrs. Cuurcn. Going back to Mrs. Bolton’s question about Africa, 
I would like to tie in the need for bringing the program, there and 
everywhere, down to the people at the level of sheer food and 
education. 

You are this year proposing $20 million for education and training 
in Africa? 

Secretary Herter. Yes. 

Mrs. Cuurcu. Is that a proportionate amount? What is the whole 
amount in the proposed bill for educational purposes? 

Secretary Herter. Part of that would have to be extracted out from 
the amount for technical assistance. We shall be happy to provide 
you with that figure later. I can’t give it to you. 

Mrs. Cuurcu. I would be happy to have it. 

(The information appears on page 34.) 

Mrs. Cuurcu. With Mr. Pilcher and Dr. Judd and others, I made a 
quick trip around the world this year. I came back convinced more 
than ever that we are going to fail unless we manage to decrease that 
great gap between the grandiose overall project which may have great 
future value, and the actual living conditions of the people today. 

I think that this is true not only in Africa. It is particularly true 
in the underdeveloped countries of Asia. We cannot hope to teach 
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eople the basic elements of democracy or expect them to wait until 
benefits from these future developments dribble down, if in many 

cases they are going to starve before the benefits reach them. We have 

failed in many countries to establish the procedures for increasing the 
food supply or providing adequate distribution. I hope that prior 
attention will be given to that in the future. Elementary education is 
another need. 

One of the most valuable steps was President Ayub’s decision to put 
in 5 years of elementary education in Pakistan. Assistance in plans 
of this kind would mean that we are building on a sound foundation. 

I too saw the fertilizer plant that so far is not in operation. I saw 
more than one, Mr. Secretary. Iam not decrying the overall need for 
the long-range view, but I certainly think that you cannot expect 
people dying of hunger to understand what you are talking about when 
you say that “by and by” it will be all right. Some impact programs 
are essential. 

I would like to ask just one more question. It was my hope that 
this year we would be presented with the challenge of a new concept 
or a new plan. I find little evidence of such so far, but I have heard 
_ you are considering aid on a selective basis, the selectivity to be 

based on whether or not the recipient country, given a little boost, 
could make the grade of viability. I wonder if you would care to 
speak briefly to that ? 

Secretary Herter. Any way you add up what we do for different 
nations, it is on a selective basis, according to who is rendering the 
judgment. The demands are naturally limitless. 

As I say, there is this terrific urge in so many different fields—just 
as you speak of it—the educational field, in the vocational training 
field, in the economic field, in the agricultural field, and in the indus- 
trial field. 

Mrs. Cuurcn. I was referring particularly to the rumor that we 
might be planning to give more aid to the Republic of China, India, 
and Pakistan. Issuch a policy contained in this bill ? 

Secretary Herter. Yes, that will be developed during the course of 
the testimony. 

Mrs. Cuurcn. Is this on the theory that these three countries are 
more ready to reach prosperity and self-support if given a little extra 
boost ? 

Secretary Herter. In some situations they have made such real 
progress that we feel they are now ready for a boost that will in time 
make them self-sufficient. 

Mrs. Courcu. Is that a new approach ? 

Secretary Herrer. No, it is what we hope to achieve in every area 
of the world. 

We feel if we can get over that hump, where their own economies 
are sufficient to generate capital formation, that they can go on by 
themselves. 

Mrs. Cuurcn. Thank you. 

Chairman Morgan. Mr. Selden. 
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Mr. Sevpen. Thank you, Mr. Chairman. 

Mr. Secretar y, I join my colleagues in welcoming you in your ap- 
pearance before the committee again today. 

Despite the vast expenditures that this Nation has made since 
World War II in both the military and economic field in an effort to 
combat communism, it is obvious, and I think you have indicated in 
your testimony, that communism has continued to make tremendous 
gains. 

In the light of these developments, Mr. Secretary, what is your 
assessment of the future ? 

Secretary Herrer. Mr. Representative, I didn’t want to give the 
impression that communism has made great gains. I think that as 
a result of both our military posture and the aid we have been giving 
we have held our own and held it pretty well. 

Mr. Sevpen. I think it is obvious they have gained in military 
strength. You have pointed out their progress in education- 

Secretary Herrer. Internally they have gained. There is no ques- 
tion about it. 

Mr. Sevtpen. That is my question then. In the light of these de- 
velopments and the increased strength of communism, despite the ef- 
fort. that we are making to combat it, what is your assessment of the 
future / 

Secretary Herrer. I think this is a long-range struggle. I don’t 
think one can put a timetable on it at all. 

I think there is no question but what we are going to meet: in time 
very real economic competition. It is something that we should be 
alerted tonow. While it is not a serious thing in international trade 
today, the day may come when it becomes really serious. There is no 
question but whi at the Russians are putting an intensity of effort into 
their economic development, under a system of government which al- 
lows them to allocate to whatever line they w ant to develop such re- 
sources as they have available. 

There is no question but that they have made very real progress. I 
think all experts who have been to Russia, who have seen their indus- 
trial amount of development, will agree with that. 

One hope is that this development i is going to be a development that 
goes with the peaceful world and doesn’t lead to a type of competi- 
tion that will make war inevitable. But I think that it means that 
we have to continue—all the free world is going to have to continue— 
to make very real efforts with respect to the underdeveloped sec- 
tions of the world for a long time to come. 

Mr. Sexpen. Referring ‘to a specific area, are we increasing eco- 
nomic assistance in the Latin American area in this year’s mutual 
security program ? 

Secretary Herrer. Of course, we have established the Inter-Ameri- 

can Development Bank, as you know, which will be in operation, we 
hope, very soon. Within the last 10 days it has actually become a 
formalized legal entity. 

We hope it will play a very real role in the development of the 
economy of the Latin American countries. 

Mr. Sexpen. In the new program that is proposed, have military 
funds for the Latin American area been reduced? I am sure you 
will remember that last year the Inter-American Subcommittee made 
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a study and issued a report in which we recommended Latin America 
as an area in which a reduction in military expenditures could be 
made. 

Secretary Herrer. They were reduced last year very considerably. 
My impression is that in the programing for this year, the item is 
about $2 million more than was progré amed last year. 

Mr. Se_pen. Will the military be increased or reduced? 

Secretary Herrer. They are proposed to be increased in fiscal year 
1961 by $2 ‘million. 

Mr. Sevpen. Thank you, Mr, Chairman. 

Chairman Morcan. Mr. Curtis. 

Mr. Curtis. Mr. Secretary, I would like to return to the area dis- 
cussed by Dr. Judd about the impact on the world and on others of 
our programs, and by way of pinpointing this I want to read a few 
lines from an editorial in a paper with which you are very familiar, 
the Boston Herald. This was an editorial about the recent action 
of Russia in the loan of $100 million to Cuba. It says, and I quote: 

In the first place, the $100 million credit is no free gift to Cuba. It is a loan 
which the island Republic must repay over the next 12 years at 2% percent 
interest. The United States now pays Cuba a sugar subsidy of $100 million 
each year, a subsidy which is not repayable and has no strings attached. 

I am not arguing for an impact program, but I do think that the 
impression that our programs may have on the recipient countries, in 
other countries and on the people of America is a matter of great 
importance. 

Some of us have felt that Russia gets more mileage out of what 
they do in that respect than we do. The Russians created a great 
impression of generosity in connection with their loan to Cuba, and 
the story was all over the front pages of our papers, and presumably 
papers elsewhere. I am not saying that we should strive too greatly 
for credit for what we do, but do believe that the impression created 
by what we do and by what others do is of importance. I am wonder- 
ing if you care to comment on that situation ? 

See retary Herrer. Yes. 

This particular offer of Mr. Mikoyan’s was rather typical of the 
way in which they advance their proposals. He has offered to take 
so much sugar OV er a period of 5 years, of which 20 percent. would be 
paid for in cash and the rest in bonds with interest over a period of, 
I think, 12 years. 

The subsidy that we have been paying to Cuba arose out of an act 
that is of many years standing. I can't tell you the genesis of the 
Sugar Act. The effect of the act is that we import from certain 
sugar producing countries a stipulated amount of their sugar at the 
same price that we pay our domestic sugar growers. Cuba was in- 
cluded in that group. 

In the sugar quota system that is set by the Congress of the United 
States—not the executive department—the difference between our 
production and our required internal need is allocated among these 

nations, with a secondary division in the event our needs exceed the 
total of our domestic production and these initial quotas. 

Essentially the quota system is a method of protecting the price 
level for our own domestic sugar growers. Whether it is the right 
method or not, I am not arguing here at the present time. It has 
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produced approximately $150 million per year to the Cubans in prices 
above world market prices for the sugar that they sell to us. This is 
something that has been going on for a considerable period of time. 
It affects the Philippines, Cuba, and other countries. It has been 
essentially our way of maintaining domestic sugar prices at a level 
which allows our domestic beet and “ane growers to continue with 
their production at an economic price level. 

The problem that arises now is whether or not we should modify 
this arrangement. That is a problem that will be before the Con- 
gress. It involves a lot more th 1an just Cuba. It involves the whole 
question of our domestic industry and how we are going to take care 
of it, and where and from whom we are going to buy the balance of 
sugar that we will require for our domestic economy, which can’t 
produce enough sugar to take ‘are of our own needs. 

Mr. Curtis. What worries me and some of us here is that we do 
more and seem to get less credit for it, create less of an impression, and 
they do much less, and it is all over the front pages of the paper and 
creates a great impression. It seems to me that is a little unfortunate. 

Secretary Herrer. I think it is definitely unfortunate. On the 
other hand, a mere renewal of the Sugar Act doesn’t seem to be an 
item of great news even in this country. It is an item of great im- 
portance to the Cubans. 

Mr. Curtis. I hope we can publicize a little more broadly some of 
the wonderful things that we are doing. 

Chairman Morgan. Mr. Pilcher. 

Mr. Pitcuer. Mr. Secretary, the Development Loan Fund was set 
up to help underdeveloped countries, was it not ? 

How do they justify a loan of $3 million to the Government of Hol- 
land at 4 percent to build two- and three-bedroom homes with tile 
roofs, concrete runways, carports in Sydney, Australia, and then the 
Australian Government selling them to Dutch immigrants for 20 per- 
cent down and 27 years to pay ‘at 5 percent ? 

Does that meet the eligibility ‘sraaidard of the Development Loan 
Fund? 

Secretary Herter. I have to plead guilty of not being too familiar 
with the details of this. I understand it had a legis}: ative history and 
that its genesis was originated in the Congress itself ; that it was some- 
thing that was urged very strongly by certain Members of Congress 
and that it was made in the e: irly days of the Development Loan Fund. 

I don’t think there has been anything comparable to it since. My 
understanding is that a good deal of detailed testimony on this was 
given last year, because it antedates the hearings of last year when a 
similar question was asked. 

I plead guilty, Iam sorry to say, of not knowing the details of it. 

Mr. Prvcner. Mr. Secretary, we are talking ‘about—Dr, Judd and 
Mrs. Church—about helping the little people. Can you approve of a 
road program in Vietnam that the ICA people say themselves by 1963 
will cost $85 million? There are 30 miles of that road costing $1 mil- 
lion a mile. It is comparable to the Jersey Turnpike. The bridges 
are comparable to the Lincoln Memorial Bridge. It is built by big 
contractors on a cost-plus basis using the most modern equipment 1 
have ever seen, and the little people are not getting anything out of the 
economy. They haven’t a job on that road. If they had built a little 
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farm-to-market road, as they do in Japan, it would be different, but to 
build a road with a right-of-way 300 feet wide, with 40 feet of pave- 
ment in the center, with curves and cloverleafs like the Jersey Tarn. 
pike, is that helping the little people? 

Secretary Herrer. Again I am not too familiar with the details of 
that road. I happen to be a very strong believer in roads helping lit- 
tle people, particularly in view of the farm-to-market value and the 
communications benefits. 

Mr. Pivcuer. There is a radio program over there that they started 
5 years ago. The Signal Corps would have put it up in 4 months. 
They have a huge building completely filled with tanner cables, 
and every type of electronic re and not one single connection 
made. They told us last year before our committee that it was in op- 
eration; that there were seven towers up in operation; but there were 
only six, and they couldn’t find the seventh. There is not one single 
one in operation. 

Is there any need for a program to go on like that for 5 or 6 years? 

Secretary Herrer. I am not sure whether these come under the 
category that Congressman Jackson speaks of or not, whether I ought 
to say they are a great waste—— 

Mr. Prrcuer. I would like to support this program. It is like the 
Comptroller General says: The only thing wrong with it is too much 
money. You can’t justify 300 projects in Korea. A dozen small 
projects would be better. There is too much research. Take the 
fertilizer plants that two or three have spoken about. There is one 
in Taiwan. They have been trying to start it for 3 or 4 years. It 
cost $40 or $50 million. Half of the machinery has to come out of it. 
The Government of Taiwan is suing the contractors now. There is 
another $50 million one in Korea. tt is in the same shape and they 
won't be able to start it up for years to come. 

We build colleges before we build one or two schoolrooms to teach 
people to read and write. We build a huge hospital before we build 
little clinics. If we don’t help the little people help themselves, then 
I don’t think we gain anything by it. 

Under the Marshall plan we were dealing with people that had 
banking and commerce experience; they had technical know-how and 
there wasn’t anything to do but prepare the plants and they were back 
in business. 

We are trying to use the same plan in a country where only 10 per- 
cent can read or write. This is the way we do it in America. We 
have elevators that you can see for 20 miles without grain in them. 
The people are getting tired of that. 

I would like to support and will support—I am for the military 
part of it—but I think there is entirely too much waste and extrava- 
gance in these large projects that these little people don’t know a 
thing about. 

Secretary Herter. May I say a word about the fertilizer projects 
because it is something I am interested in. The development of a 
fertilizer plant—whether it works out well or not is another ques- 
tion—is of very great importance to some of these underdeveloped 
nations. 

They, with their crude agricultural methods, have not enough food 
to feed themselves. They have had to use foreign exchange to buy 
food outside. If they can manufacture fertilizer within their own 
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country and have it properly distributed to the farmers, it can make 
a very real difference to their economy without our having to supply 
either the fertilizer from the outside or the food from the outside. 

Mr. Pitcuer. I agree with you. There are three things involved 
for a fertilizer pl: wnt: phosphate, nitrogen, and potash. These are 
urea plants and are going to have to have the phosphate and potash 
to make a complete f fertilizer. They can topdress the rice with nitro- 
gen, but a fertilizer is not a fertilizer until it has all the elements of 
plant food. If they built small complete plants like we do in the 
United States; but to teach the Japanese people industrial know-how, 
the Israeli people business know-how, research on that kind of thing, 
or teaching even the Taiwan people soil conserv ation—they have been 
practicing “soil conservation a thousand years before this country and 
they know more about soil conservation in Taiwan than any country 
inthe world. You can’t find a gully as big as a lead pencil on Taiwan, 
It is the hundreds and hundreds of these great big projects and our 
people going out with little briefcases under their arms every morning 
full of material on research—well, the little people are not getting 
anything out of it. I am for it. I wouldn't vote against it today if 
I knew it would kill the entire program, but I think if we spent 50 
percent less, it would be a better program. 

Chairman Morean. Mr. O'Hara. 

Mr. O'Hara. Mr. Secretary, I think you know of my high regard 
and affection for you. You have made a very fine statement, one of 
the best statements that I have heard, eloquently covering the subject 
in a broad and general way, preparing us for the more det ‘ailed presen- 
tation to come later. There is one word that you used for which I 
wish you had used another word. You speak of “Soviet assistance, 
peace, and prosperity in a classless society.” Ours is a classless society. 
We recognize no classes in the United States, and I am afraid there 
might be a misinter pretation of your use of the word as implying that 
we have a class society, but it is a fine statement. 

I cannot agree with my beloved friend from Georgia. I don’t 
believe we make progress by looking for the ants when we are trying 
to ride the elephants. Certainly mistakes have been made. They 
will continue to be made. We are not reaching our objective by look- 
ing at the few mistakes and overlooking the accomplishments. Nor 
do I agree that we help the little people by cutting down appropria- 
tions for economic purposes and increasing appropriations for mili- 

tary purposes. I would place economic and technical aid first in long- 
range values. 

My interest naturally is largest in Africa as the chairman of the 
African Subcommittee. 

Mrs. Church has asked if we were not proposing too little money for 
Africa. At one of the sessions of our subcommittee on Africa it was 
brought out that of total moneys we are spending worldwide, only 1.2 
percent goes to the continent of Africa. 

Frankly, I am at a loss to explain that. I am at a loss to explain 
why even our own committee gave so little attention to Africa during 
the last year. Yet it would seem that belatedly Washington is com- 
ing to the realization that we may lose out entirely if we lose Africa 
and lose Latin America. As far as the continent of Africa is con- 
cerned, it would seem we have already missed the boat. But if we 
swim hard enough we may catch up. 
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Might I ask, Mr. Secretary, do you think we are doing enough 
for Africa? 

Secretary Herrer. Mr. O'Hara, that is a difficult question to an- 
swer. It has to be put in the context of a rather delicate situation. 
The greater part of Africa, which is now emerging, has had a colonial 
or still has a colonial status in which the responsibility within that 
country has been carried by another nation. 

Our ministrations were not necessarily welcome. I think that the 
attitude of many of those nations toward help from us is changing. 
Of course, as new countries emerge obviously those countries will be 
free to deal with whomsoever they see fit in trying to attain the goals 
that they obviously are holding in front of themselves. 

What appears in the presentation is very modest. I think that we 
will find before long that demands that cannot be fulfilled from other 
sources—and let’s assume that the ex-mother countries of these coun- 
tries are doing a very considerable amount themselves, and I think 
they will be—that we may find that we will have to be called on, that 
they have gone to the limit of their resources. Perhaps we will be 

calied on for more, but I don’t think it is possible to set an exact 
amount in this new situation with any assurance that this is the right 
amount until we have had more experience in the field. 

Mr. O’Hara. I can assure you, Mr. Secretary, that I shall continue 
to support the mutual security program on a strictly bipartisan basis. 
I think you are doing a good job as Secretary of State, and that you 
will use the full influence of your high position to see that the ad- 
ministration of the program is on the same bipartisan, or preferably 
nonpartisan basis. If selection of personnel has been sivhusontied by 
partisan considerations the program of course must fail. The youth of 
America, and the older persons who are qualified and dedicated and 
who want to go into this work, I know you will agree, should have a 
fair opportunity. 

Thank you, Mr. Secretary. 

Chairman Morean. Mr. Coffin. 

Mr. Corrmy. Thank you, Mr. Chairman. It is good to see you, 
Mr. Secretary. 

The bill this year, as far as this committee is concerned, is not as 
substantial an affair as it usually is. I think the newest thing in it 
that I would like to have you address some comments to is section 404 
having to do with the Indus Basin development. It occurs to me this 
is probably an unprecedented section insofar that it urges that the 
funds that we make available to be used under the supervision of the 
World Bank for development of the Indus Basin be used in accord- 
ance with the standards of the Bank rather than with standards which 
may exist in the act. 

I want to give you an opportunity at this point, Mr. Secretary, to tell 
us the thinki ing behind this section, the problem which it seeks. to 
handle and w hy you feel such a section is necessary. 

Secretary Hrrrer. Mr. Coffin, I can’t give } you as detailed an answer 
to that as can Mr. Dillon who will be appearing before you tomor- 
row, but my impression is this; That the Indus River development is 
a matter of very great ap we It is also one of very great 
expense. If it is going to be financed and carried through, a good 
many different agencies are going to have to cooperate together in 
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getting it done. Section 404 is a provision put in here to support 
consolidating the various resources that might be made available in 
order to get on with the project. 

But, as I say, that is my present impression and I think Mr. Dillon 
can give you greater detail on that. 

Mr. Corrtn. I am not criticizing, Mr. Secretary. I think this is « 
new departure in terms of a cooperative approach. 

I suppose the request this year cannot reflect. the results of deliber- 
ations of the Three Wise Men who are visiting in India. 

Secretary Herrer. Not as yet. They have just gone to India, as 
you know. Their report ought to be one of very great importance. 

Mr. Corrtn. Will there be something resulting from their delibera- 
tions that will be perhaps presented to this Congress ? 

Secretary Herrer. I don’t know. I can’t tell you when their report 
is to be made. The study is being made, of course, under the aegis of 
the World Bank. As I understand their mission, their terms of refer- 
ence, they are making a study of India’s development plan and also 
trying to form a judgment as to what segments of that plan might best 
be handled by various institutions or countries, so that, instead of over- 
lapping in the picture, there would be a coordination which would 
make the most effective use of whatever resources could be applied. 

Mr. Corrrn. In the Paris negotiations, following Mr. Dillon’s pro- 
posal to the OEEC in Paris, the eight industrialized countries are now 
trying to sit down together and work out some means of coordinating 
aid—- 

Secertary Herrer. They are coming to talk this over early in March 
here in Washington. It will be a matter of great importance. 

I think they have an obligation to take a larger part in assisting the 
underdeveloped nations of the world. 

Mr. Corrtn. Section 404 of the bill and a possible approach result- 
ing from the Three Wise Men in India and the deliberations of the 
eight industrialized nations are all Jooking in the direction of coopera- 
tive efforts. 

Perhaps this is something new in the field of foreign aid quite differ- 
ent from the legislation and programs we have had before. 

Secretary Herter. Until comparatively recently there were few na- 
tions in the world that were not shy of capital, that had an excess of 
capital or a balance of payments which permitted their participation 
in providing economic aid. That picture has changed considerably 
in the last 2 years and particularly in the last year. 

Mr. Corrty. I welcome this response to these new conditions. I 
hope we are able to have this section justified so that Congress will 
continue to feel it has control of what happens to the money, and at 
the same time we can work in harness with such institutions as the 
World Bank. 

Thank you. 

Chairman Morean. Mr. Farbstein. 

Mr. Farestrern. Thank you, Mr. Chairman. We are very pleased 
to see you, Mr. Secretary. 

I would like to follow up by one question the thought that Mr. 
Coffin has just suggested, that is, is it the intention in the forma- 
tion of this new International Bank for Development, that it exist in 
addition to and alongside the Development Loan Fund, or is it in- 
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tended that the International Bank shall gradually be substituted for 
the Development Loan Fund? 

Secretary Herrer. It would be separate from the Development 
Loan Fund. Actually from the point of view of its organization on 
financing, it couldn’t come into being effectively as an organization 
until after this next fiscal year. So there will be no overlapping at all 
during the next fiscal year. 

Mr. Farsstetn. Let’s go to the next fiscal year. Do you anticipate 
this an be separate and distinct or be part of the Development Loan 
Fund? 

Secretary Herter. It will be a separate thing. This is an interna- 
tional organization. 

Mr. Farssretn. Will we also, do you anticipate, have the same 
amount of money requested in the Development Loan Fund in sub- 
sequent foreign aid bills? 

Secretary Herter. That depends, I think, a great deal on what the 
IDA can accumulate in the way of capital from the various nations. 
We put up only a given percentage of the capital. 

The question of the subscriptions—the initial subscriptions are 
pretty small. Actually the institution isn’t in existence yet; I think it 
will be a good year and a half from now or more than that before it 
is ready to function. But by the time we come here again next year 
we ought to know pretty well how large a segment of the necessary 
soft loan field that bank can take and what we might have to carry 
out ourselves, 

Mr. Farsstetn. Thank you. 

There is one other question I want to ask: When Mr. Hays inquired 
about the directive of the Department of the Navy and the Agricul- 
tural Department, you said it was something new; you hadn’t had an 
opportunity to study it with relation to the delivery of surplus foods 
to the Near East. However, certainly the refusal of Egypt to permit 
Israel’s ships or any other ships carrying Israeli cargo to use the Suez 
leaves nothing for further study. You were well aware of it. 

In view of the fact that we are giving such massive aid to Egypt, 
why must’ we depend solely upon the United Nations to make repre- 
sentations to the Egyptian Government? Why don’t we, ourselves, 
make strong representations in order that the om of the seas be 
maintained ? 

Secretary Herrer. May I say we have supported Mr. Hammarskjold 
completely in his representations. The matter, as you know—the 
question of freedom of transit—came up in the United Nations. Mr. 
Hammarskjold himself undertook to try to act as a third party be- 
tween Israel and Egypt on this matter. He is still doing it. He 
has not completed it. 

We are hoping any day now to find out the results. 

Mr. Farsstern. You are not answering my question, Mr. Secreta 
I appreciate that the United Nations and Mr. Hammarekjold are sake 
ing representations. My eats me was, in view of the massive aid that 
this country is giving to pt, why aren’t we making direct repre- 
sentations to the United Arab Republic? 

Secretary Herrer. We have made direct representations to them. 

Mr. Farsstetn. How late? 
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Secretary Herrer. On a number of occasions. I think whenever 
our Ambassador has talked to Mr. Nasser this matter has come up. 
The question of the freedom of transit in the canal is a matter that 
has been discussed by us with them on numerous occasions. 

You may recall that in September I made a speech on the subject 
before the United Nations. The question that was originally con- 
nected with the second ship was a matter that Hammarskjold felt he 
could adjust. We felt as long as he felt he could adjust it, we were 
not going to muddy the waters. 

I think, generally speaking, the Egyptians know full well what our 
attitude toward Israel is and toward the freedom of transit. Mr. 
Hammarskjold has not completed his study of the matter. He is still 
examining the documents and ought to come out soon with his findings. 

Mr. Farsstein. Only one other statement and I am through, Mr. 
Chairman. 

I have written to the State Department, and I am thinking very 
seriously of introducing legislation amending the mutual security law 
to the effect that if any nation denies freedom of the seas in accord- 
ance with our traditional policy, that we refuse aid to that country. 
I hope that our State Department realizes the importance and the 
intenseness of feeling to the degree that Mr. Nasser be made aware 
of what I have said. 

Thank you. 

Chairman Morean. Mr. Beckworth. 

Mr. Beckworrn. Thank you, Mr. Chairman. 

I have a high regard for you and the work you are doing, Mr: Sec- 
retary. I think I am accurate when I say, frequently Members of 
Congress are told this: “You be sure to vote for plenty of defense 
money but go lightly on that foreign aid.” 

Of course, we are going to assume that this $4 billion that we are 
talking about is foreign aid. Do you consider the foreign-aid dollar 
less important, equally as important, or more important than the 
defense dollar? 

Secretary Herter. Again, I had a similar question asked a moment 
ago. I feel very strongly that our defense posture has to be so strong 
that it will be an unacceptable risk for anybody to try to attack us. 
I think that.is almost a first. requirement in the world. 

But, from the point of view of the long-range defense position of 
the United States, I feel that this program carries almost equal weight 
in the long run. 

Mr. Beckworru. I didn’t get that. 

Secretary Herrer. In the long run I think our mutual security 
effort carries almost equal weight with our defense position. The 
military assistance items appearing in the mutual security program 
I consider part and parcel of our entire military position. The aid 
that we are giving there is bringing us in return from the free world 
countries definitely more than we would get if we had to do the same 
thing without their assistance and support through additional ex- 
penditures by our Defense Department. 

Mr. Becxwortn. One reason I am emphasizing this question, Mr. 
Secretary, and I would like it. to be answered rather specifically, is 
that I asked General Twining the same question last year. 
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As I understood his answer, it was that foreign aid is equally as im- 
portant. I believe the American people, if it is, ought to be told that. 

Secretary Herrer. I think he was ener commenting on the 
military assistance part of it. On that I would fully agree with him. 
Was it your impression that he was talking of the overall program ? 

Mr. Becxworru. I think it was identical with the question I am 
asking here. I tried to make it very clear. 

Secretary Herrer. I did all I could in my opening statement to 
indicate how important I feel this is. I think it is an absolutely 
essential part of our foreign policy for the benefit of the United States 
itself. 

Mr. Becxworrn. The foreign-aid dollar then is not less important 
than the defense dollar; is that correct ? 

Secretary Herrer. That is correct. 

Mr. Becxworrn. Thank you. 

Secretary Herter. I think we have to have both. 

Chairman Morgan. Mr. Murphy. 

Mr. Murreny. Mr. Secretary, yesterday the President sent a message 
to Congress relative to the mutual security program. In that message, 
in referring to Africa, he said: 

Of inescapable interest to the United States and the world today is the in- 
creasing assumption of self-government by the peoples of the great continent of 
Africa, especially in the area south of the Sahara. 

I would like to direct a question to you on this area, Mr. Secretary. 

What are we doing to offset the Communist influence in Guinea? 

Secretary Herter. I am wondering if you would permit that ques- 
tion to be answered in executive session, Mr. Chairman? Our rela- 
tions with Guinea, as you know, are good. We have had a number of 
discussions with the President of Guinea who came here not long ago. 
A very unfortunate start was made in Guinea, in the early days of its 
independence, and if I may, I would like to give you that information 
in executive session or have another witness cover it more fully. 

Mr. Murrny. Very well. 

Chairman Morgan. Mr. Meyer. 

Mr. Meyer. Thank you, Mr. Chairman. 

It is nice to have you with us, Mr. Secretary. 

My main question this afternoon is to the effect of whether or not 
any of the funds under the mutual security program, the foreign aid 
funds so-called, have been used to implement the seven agreements 
that we entered into last summer after some discussion with the seven 
NATO powers to share nuclear weapon systems and nuclear weapons 
secrets. 

Have any of the funds under this program been used in the past or 
in the future are they going to be used to implement these agreements ? 

Secretary Herrer. There again, if I may exercise this privilege, I 
would prefer if we could discuss this matter in executive session. 

Mr. Meyer. I don’t mean to belabor the point. In reference to this 
particular question, as far as I am personally concerned, I would 
assume that any potential enemy of the United States would already 
know the answer and that if it is not discussed openly before the 
people of the country as a whole, the reason is to keep the American 
people uninformed. We in Congress have been relatively uninformed 
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on the subject in the past. For instance, last year on July 28, on the 
floor of the House, Congressman Otto Passman, chairman of the Ap- 
propriations Subcommittee, assured us that none of these funds would 
be used for this purpose according to his understanding. 

I believe the American people are entitled to know in open session 
and not in executive session. 

Secretary Herter. As you know, under the Atomic Energy Act we 
cannot give any warheads or atomic secrets to any of our allies. The 
only exception to that was a very restricted exception which was 
eppiied to Great Britain to a limited extent. We have to keep cus- 

y of atomic warheads ourselves. We cannot release that custody 

to any nation anywhere in the world. That still applies. 

Mr. Meyer. That, of course, is not an answer to the question. I 
would say that I personally will make a move to see to it that the 
entire bill is defeated unless this question is answered, unless we really 
know what is going on and unless the American people know what 
is going on. 

Secretary Herrer. Mr. Chairman, I am not trying to evade the 
question at all. I am merely reserving the right, if I may, to answer 
it in executive session. We can then discuss the question of the 

yublic 
Mr. Meyer. Actually it has gone so far now that the administra- 
tion proposes—has indirectly proposed to share the nuclear warheads 
themselves as well as the weapon systems. 

Secretary Herrer. No, sir, that is not correct. The administra- 
tion has not proposed that. 

Chairman Moraean. Mr. Gallagher. 

Mr. Gatiacuer. Mr. Secretary, I join with my colleagues in thank- 
ing you for your patient answers this morning. 

Since the question was raised on the other side of the aisle by Mr. 
Jackson in asking if there were any programs that fit his description 
rhyming with “thinker,” I am wondering if there are any such pro- 
grams and what should we know about them ¢ 

Secretary Herrer. I will be glad to make a point of asking my 
colleagues who engage in the administration of this pro to seek 
out those stinkeroos; I think that was the word used. e have had 
them in our past history. After all, there has been a pretty large 
program over a period of years. It would be extraordinary if there 
hadn’t been some. I fully agree that when one has made a mistake, 
it is better to own up to it than to try to defend a mistake. I couldn’t 
of my own knowledge list them. 

Mr. Gauiacuer. I would like to direct a question toward our allies 
participating in assistance programs. In view of the change of the 
balance of payments and the capital position that some of the Euro- 
pean countries have, and in view of our discussions with many of the 
officials of these countries where they indicated a willingness to par- 
ticipate in an economic assistance program to the underdeveloped 
countries, I am wondering whether there has been any material mani- 
festation of this, and whether or not this could have any bearing on 
the figure requested by the administration for this year in the mutual 
security bill ? 

Secretary Herrer. I doubt very much if these discussions would 
have any bearing on that particular figure. 
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As I think I indicated earlier, the meeting in March that is to 
take place in Washington is the first meeting of the experts to consider 
this whole question as to which particular field, through what in- 
strumentality, with what amounts, and so on, the various nations 
feel they can make the best contribution toward the development of 
the underdeveloped nations. 

The idea has not yet been developed into a program, nor will it be 
for some time, but 1t may become one of the major elements in this 
field—an international effort rather than a purely American effort. 

Mr. Ga.tiacuer. Do you contemplate in view of the recent French 
nuclear explosions that it will cause any dislocations in our NATO 
arrangements, reduce our requirements or increase our requirements? 

Secretary Herrrer. This explosion in itself does not represent a 
great sophistication yet in the nuclear art. I don’t know whether 
there are more explosions coming or not. The French have taken 
the point of view that they are not sharing with anybody else because 
nobody else will share with them. So that we don’t know too much 
about it. 

How far they plan to go, both from the poimt of view of further 
experimentation or from the point of view of actual production, we 
have no idea at the present time. It is very hard to evaluate it in 
terms of the overall NATO effort. 

Mr. Gauuacuer. One last question, Mr. Secretary : Would Cuba be 
included in our military assistance program ? 

Secretary Herter. No. 

Mr. GALLAGHER. Would Cuba be included in our technical assistance 
program ? 

Secretary Herrer. I am told that a program of about $1 million 
has been carried on. 


Mr. Gautiacuer. Did the Cuban Government request this assist- 
ance? 


Secretary Herrer. That I can’t answer. Do you mean the recent 
Cuban Government ? 

Mr. Gatuacuer. Yes, the recent purported Cuban Government. 

Secretary Herrer. I don’t know. I haven’t seen any exchange on 
that subject at all. 

Mr. GatLacuer. Couldn’t a determination be made on this whether 
or not they would like to be included in this program ? 

Secretary Herter. I am told that what we have been doing is on 
the basis of an agreement that was made some years ago, but it has 
not been denounced. 

Mr. GauiacueERr. I just point out in view of the recent denunciations 
it might be well to get a declaration of feeling as to whether or not 
they still are interested in this type program and whether or not a 
favorable declaration of feeling would not be inconsistent with their 
public lack of affection for the United States. 

Secretary Herrer. I think we can get you an answer on that before 
the hearings are concluded. 

Mr. Gatiacuer. Thank you very much. 

Chairman Morean. Thank you, Mr. Secretary. 

The committee stands adjourned until 10:30 tomorrow morning. 

(Whereupon, at 1 p.m., the committee was adjourned, to reconvene 
at 10:30 a.m., Thursday, February 18, 1960.) 
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(The following information has been supplied for inclusion in the 
record in response to Mrs. Kelly’s request (see p. 16) :) 


MILITARY ASSISTANCE AND DEFENSE SUPPORT IN EUROPE 


Country programs of military assistance for Europe, exclusive of Spain, 
Greece, and Turkey, are approximately $340 million for fiscal year 1960. The 
proposed program for fiscal year 1961 is $432 million. Estimated deliveries of 
materiel and expenditures for training and other services in European countries, 
exclusive of Spain, Greece, and Turkey, are estimated at $594 million for fiscal 
year 1960 and $4389 million for fiscal year 1961. 

These totals do not include regional and interregional programs, such as the 
mutual weapons development program, the weapons production program, and 
U.S. contributions to international military headquarters and agencies, to NATO 
Infrastructure and to the NATO Maintenance Supply Service Agency, since these 
programs cannot be attributed to individual countries. 

No defense support assistance to Europe, with the exception of Spain, Greece, 
and Turkey, is planned for fiscal year 1960 or fiscal year 1961 and all deliveries 
from prior years have been completed. 

(The following information has been supplied for inclusion in the 
record in response to Mrs. Church’s request (see p. 20) :) 


In addition to the $20 million program for education and training in tropical 
Africa, the proposed fiscal year 1961 program includes $41,955,000 in the field 
of education per se. This amount is made up of $31,676,000 under the bilateral 
technical cooperation program ; $7,519,000 under special assistance ; and $2,760,000 
under defense support. 

It could be said that the entire technical cooperation program, for which 
$206,500,000 is requested, is “education,” in that it is primarily a program of 
exchange of knowledge. On this basis, the total for education and training in 
the fiscal year 1961 request is $236,779,000. 
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THURSDAY, FEBRUARY 18, 1960 


Hovse or REPRESENTATIVES, 
ComMITTreE ON Foreign AFFArRs, 
Washington, D.C. 
The committee met at 10:40 a.m., in the caucus room, room 362, 
Old House Office Building, Hon. Thomas E. Morgan (chairman) pre- 
siding. 
Chairman Morean. The committee will come to order. 
We meet in open session this morning for the continuation of the 
hearings on mutual security for fiscal year 1961. 
Our witness this morning is the Honorable C. Douglas Dillon, Under 
Secretary of State. 
Mr. Dillon, you have a prepared statement? 
Mr. Ditton. Yes, sir. 
Chairman Morgan. You may proceed, sir. 


STATEMENT OF HON. C. DOUGLAS DILLON, UNDER SECRETARY OF 
STATE 


Mr. Ditton. Mr. Chairman, it is a pleasure to join you as you un- 
dertake your review of the mutual security program for fiscal year 
1961. 

We propose to proceed with our presentation along lines similar to 
that of previous years, though you will note substantial changes in 
the content of the program. In developing the program for the 
coming year, we have given careful attention to the suggestions made 
by the Congress during its consideration of last year’s program. 

Because of the early date at which hearings are starting, we are 
unable to have in your hands at the outset the usual presentation ma- 
terials. We do hope to provide you with these materials, generally 
in the same form as last year, by the 1st of March. 

When Mr, John. Murphy, the Inspector General-Comptroller of 
the program, appears tadere you, he will explain the format and na- 
ture of these materials. 

Our aim throughout this presentation will be to provide you with 
a clear and straightforward explanation of the objectives of each pro- 
gram as well as the reasons for considering the sums requested to be 
a minimum U.S. contribution toward reaching these objectives. 

Because of Mr. Claxton’s illness, I have obtained the services of 
Mr. Ben Brown to represent me in coordinating the executive branch 
presentation. He is here with me today and will be available to 
assist you throughout your deliberations. 
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Before answering questions, I would like to cover briefly first. the 
proposed changes in legislation; secondly, the basic concepts which 
underlie the fiscal year 1961 program; thirdly, the amounts proposed ; 
fourthly, the administration of the program and, finally, to make 
a few brief remarks on the significance of the program. 


I. PRINCIPAL LEGISLATIVE CHANGES PROPOSED 


No major revision of the basic Mutual Security Act of 1954 is pro- 
sed for fiscal year 1961. However, let me call your attention to the 

ew principal changes in the order in which they occur in the bill. 

First, amendment of sections 141 and 142(a), relating to agree- 
ments as a condition of eligibility for defense support and military 
assistance, is requested in order to limit the requirement for such 
agreements to defense support and military equipment and materials. 
The interests of the United States have repeatedly been well served 
by providing military training and information to countries with 
which such agreements do not exist. 

Such programs have been undertaken on the basis of specific Presi- 
dential findings; however, the number of exceptions has reached the 
point where we believe it preferable to eliminate the legislative re- 
quirement as it applies to training and information. 

Second, the addition of a new section 404 is proposed with respect 
to Indus Basin development. This section affirms U.S. willingness 
to participate in this significant undertaking and authorizes the use 
of mutual security funds in accordance with requirements, standards, 
or procedures established by the International Bank for Reconstrue- 
tion and Development (IBRD). 

The IBRD is in the process of organizing a major but highly com- 
licated program under which its resources and those provided by the 
nited Kingdom, certain Commonwealth countries, Western Ger- 

many, and the United States may all be used to finance a program 
for developing the Indus River to the benefit of both India and 
Pakistan. 

In order for the U.S. contribution to the project to be most effec- 
tive, it will be necessary for the funds to be administered under 
IBRD rules rather than requiring the Development Loan Fund and 
ICA to fulfill certain requirements which apply in normal bilateral 
activities, such as completion of cost estimates and determination of 
feasibility. 

Authority is also being asked for the President to waive the applica- 
tion of the 50-50 shipping clause to assistance provided for this proj- 
ect, if and when such exceptional action may become necessary for 
our successful participation. 

The plan for the optimum use of the water resources of the Indus 
Valley will have to be worked out carefully over an extended period 
of time. It is of prime importance as the President stressed in his 
message on the mutual security program. 

This is a cooperative program in which a number of countries are 
joining with the World Bank in a joint effort. The United States 
will be contributing only a part of the costs. This fits into our en- 
deavor to obtain greater help for development from other indus- 

trialized countries. It is important that the Congress give statutory 
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eer eet to U.S. participation in this program on a practicable 
asis. 

Third, amendment to section 407, relating to Palestine refu 
in the Near East, is requested by repeal of the proviso contained in 
its first sentence. Despite every effort to implement this proviso, 
the intent of which I fully endorse, its practical effect is to prevent the 
use of appropriated funds and lead to their useless sterilization. The 
Palestine Conciliation Commission of the United Nations is being re- 
activated and its work should promote the purposes of the proviso. 

Fourth, certain amendments are proposed to the administrative 
provisions of the act which should facilitate efficient management and 
which therefore have my full support. 

At this time I would only call your attention to an amendment to 
section 527(b) relating to the employment of personnel. An increase 
of eight an is proposed in the number of personnel who may be 
employed at rates higher than those provided’ fie grade 15. Last 
year an increase of 15 was requested, of which 10 were granted. There 
are real needs for this flexibility in properly staffing the management 
levels of the mutual security programs in ICA, in DLF, and in the 
Office of the Inspector General and Comptroller which was created 
subsequent to our submission of last year’s request. 

Finally, certain amendments are proposed to other legislation. 
May I particularly draw attention to the proposed amendment to 
section 202 of title II of Public Law 480, relating to famine relief 
and other assistance, which would permit the use of surplus agricul- 
tural commodities under title IT to promote the economic development 
of less developed areas. 

One principal purpose of the amendment is to clarify authority 
under title II to carry out work relief projects on a continuing, rather 
than on an emergency basis. 

Such authority would be particularly useful in our Tunisian pro- 
gram, where the Government of a relatively new country must. cope 
with unemployment amounting to nearly one-third of the labor force. 
Local currencies generated by Public Law 480 sales would allow the 
continuation of work on badly needed programs such as soil conserva- 
tion and terracing, irrigation, and reforestation. Such programs 
have been operated with outstanding success on an emergency basis 
but clarification of the law is felt to be necessary if they are to be 
continued on a more regular basis. 


II. SOME CONCEPTIONS UNDERLYING THE FISCAL YEAR 1961 PROGRAM 


I have already noted that in preparing the program for the fiscal 
year 1961, full consideration has been given to the suggestions and 
views expressed last year by the Congress. I think you will be pleased 
to find, for example, that as a result of a careful review of the need 
for classification the presentation material will contain substantially 
more unclassified material than in previous years. 

(a) Reduction or termination of grant assistance: A substantial 
effort was undertaken in connection with section 503(¢c) which asked 
for a specific plan for each country receiving bilateral grant assist- 
ance whereby, wherever practicable, such grant assistance shall be pro- 
gressively reduced and terminated. fai 
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The results of this effort will be ready for presentation to you in the 
near future, and I will be prepared to speak in greater detail to this 
point on the 3d of March. 

The underlying intent of section 503(c) is reflected in the pro- 
grams we are proposing. Twenty-one countries are this year re- 
ceiving grant aid exclusive of technical assistance of $5 million or 
more; the fiscal year 1961 request involves less defense support or 
special assistance money for 13 of these countries than has been pro- 
gramed this year. In only five cases are we recommending an increase 
and in three of those the increases are small. 

The request for defense support funds has been reduced almost 15 
percent below that of last year. However, we must continue to be 
mindful of the security interests of the United States which gave rise 
to past decisions to initiate and continue such grant aid programs. As 
countries are able to improve their economic situations, their ability 
to support defense forces will be enhanced. However, continued as- 
sistance will be essential to maintain an adequate rate of growth with- 
out which these countries cannot. be expected to pay for more of their 
direct security requirements. 

Such assistance should increasingly be supplied by loans, and in- 
deed the proportion of loans in our economic assistance programs has 
been steadily rising from 4.5 percent in 1954 to 20 percent in 1957 and 
about 31 percent in 1959. 

We expect to continue to use loans wherever practicable, but it also 
seems likely that critical situations will arise which cannot appro- 
priately be met except by grants. We must continue to anticipate 
that it would be unreasonable to expect some countries, at least for a 
time, to undertake an obligation to repay urgently needed assistance, 
even if such repayment were to be in their local currency. We shall, 
therefore, have to continue to seek authority for grant aid programs, 
though we would hope to reduce such programs progressively. 

(6) Self-help: We have also been particularly mindful of the 
sentiment that assistance will be most valuable in countries which 
demonstrate a clear willingness to take effective self-help measures and 
to demonstrate effectively that such assistance is consistent with work- 
able long-term economic development projects. We have given full 
support to various programs of economic stabilization where countries 
have shown a determination to reform their economic policies in order 
to assure better use of both their own resources and foreign assistance. 

In conjunction with this request for funds, our present proposals 
for South Asia and Taiwan reflect this concern. 

(c) Common responsibilities: We have been equally attentive to 
congressional views with respect to a full contribution to their own 
defense by countries a military assistance. I wish particularly 
to note the increasing contributions by our NATO partners with the 
dramatic strengthening of their own economic capacities. 

The total defense expenditures of European NATO countries rose 
from $12.2 billion in 1958 to $13.6 billion in 1959, an increase of over 
11 percent. The Netherlands Government has indicated its intention 
to increase its defense budget next year by 9 percent. 

German defense expenditures increased from $1.6 billion in 1958 
to $2.7 billion in 1959, an increase of 68 percent, and are expected to 
be higher in 1960. The Italian Government has announced that it 
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will increase its defense budget 4 percent annually on a progressive 
basis; that has, in fact, taken place. Reports indicate that both the 
United Kingdom and Belgium are considering a significant increase 
in their new defense budgets. 

However, our allies in the developed countries must contend with 
the high cost of modernizing Military Establishments just as we are 
doing. Even if they continue to increase their military budgets, many 
of them will be unable to meet requirements which have been deter- 
mined in common as essential to maintain the capacity of the NATO 

alliance to resist aggression. 

Given carefully screened requirements beyond the capacities of 
our allies, we must either supplement their efforts or see a weakening 
of our collective capabilities. It is therefore proposed to continue to 
help finance modernization efforts, using cost-sharing agreements 
wherever possible in those cases where our collective security require- 
ments cannot reasonably be met by our NATO partners alone. 

As for the less-developed countries which require military assistance, 
many of them can be expected to bear an increasing share of the 
domestic costs of maintaining their forces as their economies grow. 
This expectation is reflected in the proposal to reduce the defense 
support program. However, the cost of replacing and modernizing 
military equipment is well beyond their capacities, faced as many of 
them are by neighbors who place a high premium on strengthening 
their military potential and whose intentions must remain highly 
suspect. 

As their own economic strength improves, the more developed coun- 
tries are also contributing more to the less-developed areas. 

For example, the United Kingdom has been progressively increas- 
ing its bilateral government assistance from some $150 million in 1957 
to about $190 million in 1958 and $210 million in 1959; the estimate 
for 1960 is $335 million. 

Germany has been making significant contributions to Greece, Tur- 
key, and India and has also concluded an aid agreement. with the 
United Arab Republic among others. France continues to contribute 
to the development of its oversea territories, exclusive of Algeria, in 
amounts which represent a higher percentage of her gross national 
product than our economic assistance to less-developed countries repre- 
sents of U.S. gross national product. 

Japan not only pays substantial reparations to the Philippines, 
Indonesia, Vietnam, and Burma, but is assisting India, Brazil, Cam- 
bodia, and Laos with significant sums. 

The recently established International Development Association 
provides for a U.S. contribution of $320 million as compared with 
$442 million from the other developed countries. 

The Rome Treaty, establishing the European Economic Com- 
munity, which went into effect in 1958, provides for a 5-year contri- 
bution of some $581 million to an oversea fund to finance economic 
and social development in the oversea territories of the member 
countries. 

I cite these figures as examples without wishing to slight the equally 
important contributions of other countries to both bilateral and multi- 
lateral aid programs. 

We are undertaking discussions with a group of capital exporting 
countries with a view to greater coordination of our common efforts 
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on behalf of the less-developed countries, and expect that the first 
meeting of this group will take place in Washington early in March. 

This increasing assistance from other industrialized countries is a 
most helpful development in meeting the needs for development 
assistance. 

These needs are real; they are deeply felt; they can only be met 
through a maximum effort by all the more fortunate countries. Un- 
less such efforts are made, the social and political manifestations of 
economic dissatisfaction will threaten the peaceful evolution of free 
institutions in the less-developed areas. Weall have a moral responsi-_ 
bility to do what we can to help; we and our children will glean the 
benefits that will accrue to those who assume their rightful responsi- 
bilities. 

(z) Earmarking of funds for the transfer of surplus agricultural 
commodities : 

I want to call your attention to my remarks before this committee 
a year ago about the earmarking of funds for the transfer of surplus 
agricultural commodities. You may recall that difficulties were an- 
ticipated in carrying out the provisions of section 402 of the act, diffi- 
culties which stem from two elements: The increase in agricultural 
production in the countries we are assisting and the diminished in- 
centive under conditions of currency convertibility for Western Euro- 
pean countries to purchase agricultural commodities and permit the 
sales proceeds to be used to purchase goods required in the underdevel- 
oped countries. 

We are experiencing serious difficulty in using as much as the $175 
million earmarked out of fiscal year 1960 funds to finance such trans- 
fers of surplus agricultural commodities. We anticipate having to 
ask the President to waive part of this requirement as he is impowered 
to do under the act. While we do not propose a change in this require- 
ment and will again make every endeavor to carry out this provision 
during fiscal year 1961, it is probable that some shortfall will again 
occur, and that waiver authority may again have to be used. 

(3) The U.S. balance of payments: Finally, recent trends in 
the U.S. balance of payments position are the object of continued 
attention. Though Department of Commerce statistics suggest that 
we may have passed the turning point in our recent balance of pay- 
ments experience, we have and are continuing to seek the reduction of 
barriers imposed by our major potential customers to the flow of 
American goods. We are also preparing to increase substantially 
governmental services to American business interested in selling 
abroad. It is through increased exports that we believe recent trends 
can best be halted. 

It should be noted that in our balance of payments it has been ex- 
ports which have fluctuated most widely. 

On the other hand, mutual security expenditures affecting our bal- 
ance of payments have remained relatively constant over the last 
decade and therefore have not contributed to the increase in the un- 
favorable balance. 

As you know, the DLF is now placing primary emphasis on the 
financing of goods and services of U.S. origin in making loans for 
development projects. This step was taken on the presumption that 
other industrialized countries which export capital goods to the less- 
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developed areas are now in a financial position to provide long-term 
loans on reasonable terms to assist such areas in their development 
programs. 

The major contribution of the mutual security program to the 
economic health of the United States is the more fundamental one of 
helping create conditions of political and economic stability and 


fostering economic growth abroad. Our friends and allies are also 
our customers. 


Ill. THE AMOUNTS PROPOSED FOR FISCAL YEAR 1961 


Now, let me discuss the proposed new authorization for oo 
tion. I would like to review briefly the principal figures. e cate- 
gories and definitions of aid are the same as those used in recent 
ears. 

’ Military assistance: Although the military assistance appropria- 
tion for fiscal year 1961 will be sought under the authorization voted 
last year, I do want to explain to this committee why an appropria- 
tion of $2 billion is necessary, a sum $700 million im excess of the 
appropriation for fiscal year 1960. 

he military assistance pipeline can no longer be tapped to main- 
tain deliveries in excess of. appropriations, as has been the case ever 
since 1953. It will have been reduced to about $2 billion by next 
June 30. Consequently, a substantial increase in appropriations is 
required if we are to halt the declining trend of deliveries. 

The appropriation we are seeking will only permit an effective con- 
tribution of military assistance to our allies in fiscal year 1961 of 
some $1,750 million as compared with $2.4 to $2.6 billion annually 
between 1955 and 1959. Deliveries in fiscal year 1960 will probably 
not exceed $1.8 billion. Even with increasing defense budgets in 
allied countries, the United States will continue to have to bear part 
of the costs of maintaining and modernizing their forces. The cur- 
rent rate of deliveries is too low to assure an adequate collective 
defense. 

Defense 2 ort: Authority is requested for appropriation of $724 
million for defense support, an amount which is $111 million lower 
than last year’s request. 

Last year the Con op $695 million under this title; 
a programs thus far in the fiscal year total over $765 million, 
and there is every reason to believe that more funds will have to be 
pro ed before the end of this year. 

ry resort to = contingency fund has ae necessary to finance 
vital programs in defense support countries. e proposed of 
$724 fnilfion is an absolute wate tuiht which chisinak be Satya wiih. 
out grave risks to our security in one or more areas of the world. As 
their economic conditions improve, every effort is being made to meet 
the economic needs of these defense support countries with the re- 
sources of the Development Loan Fund. 

I wish particularly to call your attention to the proposal to use 
some defense support money in fiscal year 1961 to support the Chinese 
Government’s expressed determination to embark on a program of 
economic reform designed to accelerate its economic development. 

The successive military crises weathered by the people of Taiwan 
in recent years have obscured from the public eye the extent to which 
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they have simultaneously improved their economic situation. Their 
gross national product rose be 8 percent in 1958 and 5.5 percent in 
1959, while defense support has declined from $79.3 million in 1957 
to $68 million approved thus far in the current year. 

Economic growth on the one hand, and the decline of defense sup- 
ort on the other, have taken place despite the fact that Taiwan, an 
island of only 10 million people, has had to maintain the largest 
Armed Force of free Asia. 

The people of Taiwan, out of their own resources, are currently 
bearing one of the heaviest military burdens of any. country in the 
free world. 

While the principal support for a new development effort in Tai- 
wan properly should, and is expected to be provided through Develop- 
ment Loan Fund lending, the provision of some grant economic as- 
sistance for development purposes is essential to assure appropriate 
launching of the new program. <A grant aid program at approxi- 
mately the same level as this year should be adequate for both main- 
tenance of the defense effort and for the added requirements of the 
new economic development program. 

Special assistance : In the case of special assistance, $272 million was 
proposed for fiscal year 1960, a figure which Congress reduced to $245 
million. Resort to the contingency fund has been necessary to finance 
approved programs which total almost $260 million at this time. 
For fiseal year 1961, our carefully screened requirements total $268.5 
million. 

The programs under this category cover a wide variety of special 
situations involving political and economic factors which require U.S. 
assistance. 

In most cases the problems can only be met by grant assistance; in 
others, present. circumstances preclude the use of the Development 
Loan Fund for the purposes which special assistance loans can achieve. 
The programs do cover our share of the worldwide antimalaria cam- 
paign and of the United Nations Emergency Force in the Middle 
East; they provide aid to American schools abroad and finance the 
expenses of the investment incentive fund. They also include a series 
of aid programs to countries with special needs such as Jordan and 
Israel and the countries of north Africa, 

With $20 million of special assistance funds requested, it, is pro- 

to initiate in fiscal year 1961 a modest special program for 
Africa south of the Sahara. The program will concentrate on the 
need for education and training, particularly on those needs which are 
common to.a number of countries in the area.. Our program will sup- 
plement the substantial efforts.of other developed, countries, and we 
expect to coordinate our activities in this vast area closely with them. 

It is my firm conviction that the United States must play an in- 
creasingly important role in helping the large number of countries on 
this continent which have newly. achieved their independence or will 
attain independent status in the near future. 

The newly formed governments must satisfy the aspirations of their 
people to raise living standards which are among the lowest in the 
world, and they will inevitably look for help to those developed coun- 
tries which have an older heritage of striving for independence from 
colonial rule. Our proposal. for the coming.year involves a first step 


ve 
$5 
re 
ou 


a} 


th 
th 
re 
Ci} 


ire 


S- 
te 


n- 
he 


as 
45 
C8 
1e. 


ial 


S. 


in 
ent 
ve. 
m.- 
dle 
the 
ries 
and 


MUTUAL SECURITY ACT OF 1960 43 


toward helping them develop those human skills which are an indis- 
pensable precondition for economic development. 

Technical cooperation: Last year Congress appropriated $181.2 mil- 
lion for technical cooperation as compared with our request for $211 
million. For fiscal year 1961, we are proposing a total of $206.5 mil- 
lion, of which $1.5 million would finance our contribution to the pro- 
gram of the Organization of American States and $33 million would 
finance our participation in the United Nations technical assistance 
program and its related special fund, leaving $172 million for bilateral 
technical assistance. 

The proposed level for bilateral technical cooperation represents an 
increase of some $12.5 million over programed obligations in fiscal 
year 1960. The bulk of the increase is concentrated in 14 countries 
where the programs are new or relatively new, particularly countries 
on the continent of Africa. For most countries, it is proposed to con- 
tinue programs in fiscal year 1961 at about the expenditure rate of 
the current year. 

In some cases, of course, the programs will be reduced and in others 
they will be increased. , 

Other programs: For the category “Other programs,” $101 million 
is requested as compared with $112 million requested last year and 
$99.6 million appropriated. 

The major change in this group involves a reduction in the amount 
of new obligational authority for the Palestine refugee program, a 
reduction undertaken on the assumption that Congress will waive the 
legislative requirement that 10 percent of the funds appropriated pur- 
suant to the act shall be available only for repatriation and resettle- 
ment. 

If Congress does not agree with this approach, it will be necessary to 
increase our request for funds accordingly. Our contribution to this 
ga during fiscal year 1961 for relief and rehabilitation should 

$25 million. 

At the end of the present fiscal year, $6.5 million appropriated in 
past years for repatriation and resettlement will remain unutilized; 
our best efforts to carry out this proviso have been unavailing in the 
face of political realities. 

Late in 1959 the mandate of the United Nations Relief and Works 
Agency for Palestine Refugees in the Near East was extended for an 
additional 3 years by the General Assembly of the United Nations. 

Our request for funds for the programs for migrants, refugees, and 
escapees, for ocean freight charges of voluntary agencies, and for 
the atoms for peace program is lower than last year. 

Development Loan Fund: A proposal of $700 million for the De- 
velopment Loan Fund for fiscal year 1960 resulted in appropriations of 
$550 million. After careful review and consideration, we are again 
requesting an appropriation of $700 million for use in fiscal year 1961 
out of the $1,250 million authorization still available. 

The Development Loan Fund has built up substantial experience and 
a solid record in dealing with the less-developed countries over the past 
2 years. It has already extended loans to 43 countries. However, on 
the basis of foreign policy guidance from the Department of State and 
the availability of sound applications, it is directing the bulk of its 
resources toward those less-developed countries which meet three prin- 
cipal criteria: 
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First, a major U.S. foreign policy interest in a high rate of economic 
development; second, a capacity to mobilize domestic resources and to 
use foreign assistance effectively in furthering their economic develop- 
ment; third, a need for foreign resources which cannot be financed by 
other public and private institutions. 

During recent months, the management of the Development Loan 
Fund has devoted a substantial effort toward strengthening its staff, 
clarifying its policies, and traveling in order to explain to potential 
borrowers the criteria that must be met and the documentation that 
must be supplied to assure prompt and effective consideration of loan 
applications. 

On the basis of discussions over the last 2 months with foreign 
officials, the DLF has knowledge of sound applications both on hand 
and in preparation which Tat require funds substantially in excess 
of funds presently available. 

The contemplated projects appear to meet its criteria. The request 
for additional appropriations of $700 million represents the very 
minimum needed to assure that the Development Loan Fund will not 
be placed in the position: during fiscal year 1961 of rejecting sound 
project applications which meet all its tests—including high U.S. 
national interest and absence of alternative financing—solely for lack 
of money. In this connection it is pertinent to note that during the 
last 6 months alone, new proposals were taken under consideration at 
an annual rate of approximately $1 billion, and there is every expecta- 
tion that this rate will at least be maintained during the coming year. 

As prescribed by its basic legislative authority, the Development 
Loan Fund has been concentrating its activities in those countries 
which seem capable of utilizing such assistance to make substantial 
progress in increasing productive capacities and in this way meeting 
the vital long-term economic, political, and social concerns of their 
peoples. Seventy-two percent of its resources have been committed 
thus far to 10 countries. 

About a third has been invested in the south Asian Continent where, 
as the President pointed out in his state of the Union message, 2 
nations alone of almost 500 million people are “all working and work- 
ing hard to raise their standards, and, in doing so, to e of them- 
selves a strong bulwark against the spread of ideologies that would 
destroy liberty.” DLF’s contribution has provided critical supple- 
mentation to both the efforts of the south Asians themselves and 
assistance extended by other countries and international institutions. 

The south Asian countries are embarked on pro of economic 
development which have the common aim of seeking an economic 
expansion sufficient to bring about a meee increase in living 
standards. People, and governments alike, share a strong desire to 
maintain and extend newly won freedom. 

Their development programs will be carefully and critically re- 
viewed by potential contributors with a view to the assistance that 
it would be appropriate for each to provide. Nevertheless, it may be 
presumed that an expanded effort will have to be made both by inter- 
national institutions and by the more fortunate countries of the free 
world. 

A significant. fraction of DLF’s resources will doubtlessly be re- 
quired as our appropriate share of this international endeavor. 
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Without the full amount of additional funds which is being re- 
quested, we will not be able to respond adequately to their needs. In 
addition, the reductions which we have proposed in defense support 
grants for many countries can only be maintained if the Development 
Loan Fund increases its activities in these countries. This again 
requires the availability of the full $700 million being requested. 

Contingency fund: Last year Congress was requested to provide 
$200 million for the contingency fund and appropriated $155 million. 
Of this sum $117 million ye had to be allocated already. Alloca- 
tion of the remaining $38 million has been withheld in order to main- 
tain our capacity during the rest of the year to meet unforeseen sit- 
uations which would require prompt financial assistance, 

Thus far allocations this year have been made to help the Kingdom 
of Laos resist aggression, to help several Far Eastern countries re- 
cover from a series of typhoons of virtually unprecedented fury, to 
fund unforeseen military requirements which could not as in previous 
years be covered by reprograming of military assistance pipeline 
funds. 

The unsettling effects of revolutions and the requirements of newly 
independent countries are further examples of the types of uses to 
which the contingency fund has and should be put. 

It constitutes the most flexible financial instrument available to the 
U.S. Government in promoting its foreign policy under current inter- 
national conditions where friends and allies repeatedly face urgent 
and unforeseeable demands. The request for $175 million, $25 million 
less than the request of last year, is no more than barely adequate in 
the light of the record of recurring calls upon the contingency fund. 


IV. ADMINISTRATION OF THE PROGRAM 


During the past year there have been further charges of inefficient 
administration of the program. Some of the criticism is undoubtedly 
justified; some involves mistakes which have been overdramatized ; 
other charges have on investigation proved to be based on unsubstan- 
tiated evidence, sometimes provided by disgruntled employees. 

It should not be surprising that some abuses have occurred in pro- 
grams involving such large sums of money, administered by thousands 
of employees in many countries where our own standards of on- 
sibility for the proper accounting of public funds are not prevalent. 
Where errors are uncovered, every effort is made to correct them; we 
welcome having abuses or reports of abuses called to our attention; 
we encourage constructive suggestions for improving our procedures. 

It is noteworthy that in the great majority of instances where errors 
have been publicized, such errors were first detected by the operating 
agencies themselves and in most instances had already been the sub- 
ject of corrective or remedial action. 

Moreover, I must stress that all the charges, including those we 
consider most extravagant and least substantiated, cover but a very 
small proportion of our total activities. 

The mutual security aan Sor has been a successful p ; its 
achievements are striking. is could not have been attained without 
good management. The American people and the thousands of dedi- 
cated employees who are administering it in all corners of the globe, 
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frequently at considerable sacrifice, can take considerable pride in 
their achievements. 

Since I appeared before you last year, we have substantially im- 
proved the coordinating machinery of the program. In my office, Mr. 
John O. Bell, as Deputy Coordinator of mutual security programs, has 
considerably strengthened his staff and the resulting increase in the 
effectiveness of the coordinating function is reflected in the current 
program proposals. Also, the ‘Inspector General and Comptroller, 
Mr. John E. Murphy, is proceeding to develop his organization and 
staff. He will appear before you to give a full account of his plans 
and activities, which should lead to substantial improvement in Roan. 
cial management and to more effective operation of the program. 

We are fortunate to have as the new Director of ICA, Mr. James W. 
Riddleberger, one of the most senior and most, experienced career offi- 
cers in our Foreign Service. He has had extensive experience, most 
recently as U.S. Ambassador to Yugoslavia and Greece, where he had 
field responsibilities for important mutual security programs. 

The appointment by the Department of Defense of a Director of 
Military. Assistance, Gen, W. B. Palmer, should assure more effec- 
tive planning and implementation of military assistance programs in 
Washington. 

To implement the essential purposes of the amendments of section 
523 which were enacted by the Congress last year, the executive branch 
agencies have undertaken a number of changes in the present pro- 
graming process. 

Greater responsibility for military assistance planning and initial 
programing is being placed on the unified commanders and on our 
Ambassadors. This will permit the development of sound country and 
regional military assistance programs which will be in accord with 
the political and economic capabilities of the country and with our 
own strategic planning. 

Under these arrangements, the unified commander will be able to 
appraise these programs from an overall military point of view while 
our Ambassadors will assure integration of the military programs with 
other U.S, activities, 

A collateral feature of decentralizing planning and. programing in 
the military assistance program is the need for effective guidance by 
Washington to the field planners and programers, Procedures are 
now: being developed which should result in furnishing guidance 
which fully integrates all aspects of U.S. interests so that plans and 
programs will be fully responsive to U.S. foreign policy and strategic 
objectives. The full effect of the changes which have taken place or 
are envisaged will be reflected in the fiscal year 1962 program. 


V. IMPORTANCE OF THE PROGRAM 


It cannot be repeated too often that the mutual security program 
is indispensable to the welfare of the American people. We enjoy, by 
a considerable margin, the highest living standard in the world, under 
conditions of freedom which are deeply entrenched in both our heri- 
tage and the consciousness of our people that their political, social, 
and economic system is effective.and successful. 

Our society, and the well-being it has brought with it is under in- 
creasing attack. A principal manifestation of that attack is the 
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constant and persistent attempt of the Communist rulers to alienate 
other people from us and thus to extend their power. 

In this endeavor, no technique of persuasion or constraint has been 
omitted. As the circumstance permits, the Communist assault takes 
the form of open aggression, of subversion, of psychological or mate- 
rial blandishment. 

The peoples of other countries would like for themselves that which 
we have achieved—prosperity, economic opportunity, a free society, 
responsible institutions, responsive government. Subject to an un- 
remitting Communist campaign, they look to us for leadership and 
assistance, 

Their own resources are inadequate to assure their protection from 
the horrors of military attack with the terrible instruments of modern 
warfare. They often are equally inadequate to make possible accept- 
able progress toward meeting economic aspirations without sacrificing 
independence, traditions, and liberties. 

The mutual security program is a vital element in demonstrating 
our support for their aspirations, our understanding of their prob- 
lems, our determination that their societies shall not be undermined 
and that communism shall not further extend its:sway. -Our own mili- 
tary and economic strength will fail unless we are prepared to share 
our knowledge and skills as well as our military and economic plenty. 

I repeat again that the program is a successful program, With 
its help, country after country has been able to resist overt Com- 
munist attack and covert subversion. Nations receiving mutual se- 
curity assistance have strengthened the confidence of their people in 
their governments; they have improved living standards; they have 
built factories and roads and dams which stand as mute but effective 
testimony to the reality of the promise of greater future abundance; 
they have improved the education of their people and learned skills 
which open new horizons and build self-confidenes in man’s ability 
to master his future. 

The successes to date are but a beginning. As long as the problems 
persist, we must continue to meet them with the same determination 
and confidence that has made our country great and has given us both 
the responsibility and the capacity to protect and help less forunate 
mankind, This is the challenge of our generation. .We can be. proud 
of our record to date in meeting it. .We owe it to ourselves and our 
children to continue this great endeavor to bring.to mankind the 
blessings of the abundance we have learned to create and the free- 
dom we have learned to.cherish, In this way,and only in this way, 
can we preserve our own security and our own way of life, 

Chairman Morean. Thank you, Mr. Dillon. 

Mr, Dillon, there has been a decrease recommended in this, program 
this year. . You have mentioned a decrease in defense support, a de- 
crease in special assistance, and a decrease in the contingency fund. 

Are there, any more portions of this program where there has been 
a recommendation for a decrease in funds? 

Mr. Ditton. We are asking for smaller amounts in all the: cate- 
gories, Mr. Chairman, except military assistance and the Development 
Loan Fund, smaller than we asked for last year. 

Chairman Morcan. The reason the total figure of $4,175 million 
is larger than last year’s total is the increase in the request for military 
assistance ? 
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Mr. Ditton. The military assistance request is $400 million more 
than it was last year. The increase over last year’s request, and the 
appropriation last year is almost entirely in the military assistance 

uest. 

Chairman Morcan. Last year the executive branch requested 
$1.6 billion for military assistance, Congress gave them $1.3 billion. 
The Draper Committee, after a study, recommended an increase of 
$400 million. Are we to assume that the same figure last year plus the 
Draper recommendation made up the $2 billion requested this year ? 

Mr. Dixon. No; that is not exactly right. The Draper Committee 
last year, Mr. Chairman, recommended a supplemental appropriation 
of $400 million and they then also recommended a continuing pro- 

m for the years ahead—that would be fiscal years 1961 and so 
forth of about $2 billion per year. 

Last year, because of the lateness of the time and the practicalities 
of the matter, it was decided that it was impractical to ask for the 
supplemental appropriation which the Draper Committee had recom- 
mended. Therefore, the $400 million has in effect been dropped but 
we have retained the $2 billion average which the Committee had sug- 

asa long-term trend. 

I would say this $2 billion figure is identical with their long-term 
figure and their $400 million extra for last year has just disappeared. 

Chairman Morean. Mr. Secretary, on page 6 of your statement you 
discussed the Mansfield amendment. For the record, can you say 
that everything possible has been done to live up to the Mansfield 
amendment in the program recommended this year ¢ 

Mr. Drtxon. Yes, sir; absolutely. 

The final report, which will be ready in a week or so, will carry for- 
ward that part of the Mansfield amendment which asked for plans for 
the future. The report will show that we have such plans and show 
where further reductions can be made and where it is not feasible to 
make them. We have already taken the amendment into account in 
recommending the smaller amounts which are contained in this year’s 
aid —- 

Chairman Morean. One further change requested in this year’s 
authorization is the proviso on the Palestine refugees. Of course, 
you are familiar with the history of this matter in this committee. 
Last year we removed that proviso. 

There was strong support for the proviso in the other body and in 
conference the proviso was restored. This committee is responsible 
for reducing it in conference from 25 to 10 percent. 

I feel, myself, it causes a waste of money, and that the proviso 
should be removed. 

Mr. Secretary, on page 15, the last sentence in the second para- 
graph, you say, in respect to military assistance, “The current rate of 
deliveries is too low to assure an adequate collective defense.” 

As long as General de Gaulle is continuing his present attitude, will 
we have an adequate collective defense no matter how large our rate 
of deliveries are? 

Mr. Ditton. I would think so. I would be glad to testify more in 
detail at a later date on this, but certainly it is clear that the French 
Government, including General de Gaulle, fundamentally believes in 
NATO, and there are indications that a number of these problems 
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over which we have had serious military differences are on their way 
to resolution. 

I would hope within a short period of time, possibly before or af- 
ter meeting of the defense ministers of NATO, which will take place 
later this spring, that these differences, or at least a number of them, 
will be resolved. I will be glad to go into detail about the indi- 
vidual cases at a later restricted session. 

Chairman Morean. Mr. Secretary, with the reduction in the special 
assistance funds last year was there any reduction in the malaria 
program ¢ 

Mr. Diiton. I think there was some reduction. I will get the exact 
figure. Yes; there was a $3 million reduction. We programed for 
fiseal 1960, $32 million instead of $35 million. 

Chairman Morcan. With the amount requested this year, is the 
malaria program going to proceed on schedule ? 

Mr. Ditton. The amount requested this year would make up the 
cut that took place last year. 

Chairman Morean. Replace the cut that was made last year? 

Mr. Ditton. Yes. 

Chairman Morean. Thank you, Mr. Secretary. 

Mrs. Bolton ? 

Mrs. Boron. We are glad to see you, Mr. Secretary. 

On page 4 you speak of the repeal of the proviso contained in this 
first sentence. The chairman has referred to that already. Perhaps 
this isn’t the moment. Perhaps it will come from one of the later wit- 
nesses. We would like the detail on the Palestine refugee matters, 
exactly where they stand and so on. 

Could you give us something this morning ¢ 

Mr. Ditton. That will be furnished in greater detail later. What 
has happened is this: As part of the agreement to extend the life of 
the United Nations group that assists the Palestine refugees, the Arab 
States agreed to cosponsor a resolution, for a restudy of the refugee 
registration rolls in order that they might be corrected and the situa- 
tion that has existed in the past, where the rolls have become substan- 
tially out of date, would be modernized and changed. We feel that 
would be a great improvement. There was also an agreement that the 
Palestine Conciliation Committee would start working again, and we 
have some hopes of that. 

There is no gain saying that the basic problem of settling the Pales- 
tine refugee question permanently still seems to be not very near 
solution. 

Mrs. Boiron. Are the other countries continuing their share? 

Mr. Ditton. The same share they have in the ‘past, I believe. 

Mrs. Bouron. The same is true of the United Nations forces over 
there ? 

Mr. Ditton. Yes. 

Mrs. Bourton. They have all agreed to continue ? 

Mr. Ditton. I don’t know exactly on that. Certainly the bulk of 
them have. Maybe one or two of the smaller country ‘contributions 
may have made some changes. We can furnish that. 

(The information is as follows :) 


The United Nations Bmergency Force is a collective responsibility of all U.N. 
members, who are assessed for its cost on the percentage scale of assessments 
to the regular U.N. budget. This force was created pursuant to a unanimously 
passed resolution of the General Assembly on November 5, 1956. 





50 MUTUAL SECURITY ACT OF 1960 


The cost of UNEF has been berne by the entire membership of the United 
Nations with the exception of the Soviet bloc, which has refused to pay its share. 
The cost of UNEF represents an onerous additional burden to the U.N. and 
many of the smaller members. This has made additional assistance necessary 
in the shape of voluntary contributions in order that a majority of U.N. members 
will feel able to assume the additional load. 

During the first 3 years of UNEF (1956-59) the United States contributed 
special assistance totaling approximately $16.5 million. If this sum is added 
to the regular U.S. assessment for the same period (about $18 million), we 
have paid about 46.5 percent of the authorized UNEF apprepriations of $74 
million. 

In order to reduce the burden on the membership, it was again necessary for 
the United States to make an offer of voluntary assistance for 1960 in the 
amount of $3.2 million, subject to the appropriation of funds by Congress. The 
United Kingdom also volunteered to contribute $275,000. 

The 14th General Assembly adopted a resolution calling for a new method 
of financing UNEF, designed to lessen the burden on those least able to pay 
and thus broaden the base of support for the force. The Assembly approved a 
budget of $20 million for calendar year 1960 and provided that the full amount 
be assessed upon members. It further provided that voluntary contributions 
be applied to reduce by 50 percent the assessments of those least able to pay, 
starting at the bottom of the scale. The process would be continued up the 
scale until the money was exhausted. 

The resolution was adopted by a vote of 49 to 9 with 21 members abstaining. 
This represented an increase of seven affirmative votes over 1958. The nine op- 
posed were the Soviet Union and members of the Soviet bloc. 

In line with its previous policy, the United States, at the 14th General As- 
sembly, offered a voluntary contribution of $3.2 million to UNEF, subject to the 
appropriation of funds by the Congress. The voluntary U.S. contribution 
from mutual security funds when added to our assessment in the 1960 UNEF 
budget would mean U.S. support of the authorized expenditures at a level of 
approximately 48.5 percent. 

Mrs. Botron.-We are continuing with our assistance to both Jor- 
dan and Israel, are we not ? 

Mr. Driton. Yes. 

Mrs. Bouron. Is the sum for Israel larger or smaller this year? 

Mr. Ditton. The sums we have planned we don’t generally men- 
tion in open session. 

Mrs. Boron. I am not asking for the amount. Would you rather 
not say the direction in which it is going? 

Mr. Driton. I think I would rather discuss that im later session. 

Mrs. Borron. Then I wanted to ask you about the assistance we 
are giving to schools abroad. Are they the same schools to which 
we gave last year, or are we taking into consideration the fact that 
the African schools are in great need ? 

Mr. Driton. There is a plan to concentrate this assistance more 
in the Middle East and Africa and not scatter it quite so widely as 
has been the case the year before, when it was scattered all over the 
world. 

Mrs. Borron. Some of us have been rather troubled over the lack 
of action in really getting into the African situation, which to some 
of our minds is an exceedingly important one. If there is some way 
that you could help us who are aware and anxious, persuade the 
Congress of the emergency need that there is for us to take a very 
vital part in the assistance of these oncoming countries. To move 
into a constructive program we shall have need for great understand- 
ing of their emotions and of their desires. We shall need patience, 
building the structure for very vital action, 
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Do you think the $20 million of special assistance funds is at all 
enough ¢ 

Mr. Ditton. I would think so, Mrs. Bolton, at least for a first year. 
We agree entirely with you in your views about the importance of 
Africa. ‘That is the reason we are proposing this special fund. Be- 
cause of the importance we attach to it, the fund was mentioned by 
the President in his message. 

Naturally, it will require a certain amount of planning and study 
before we can get underway, and we didn’t think it useful to ask 
for a larger amount of money than could be reasonably used in the 
initial year. So we think this is enough. Maybe after we get further 
into the problem there will be need in succeeding years for more, 
and perhaps this will prove adequate. 

A lot depends upon what other European countries are going to do. 
They give every indication of recognizing this and of being ready to 
move substantially along the same lines. 

Mrs. Bouron. 1 trust the State Department has found that it 
doesn’t always pay to be a little slow in its motions. When I took 
off from Paris for Moscow this summer on a Russian jet, except for a 
couple of other Caucasians they were all from Guinea. They were 
being taken to Moscow for a little breath of the Communist world. 
Their world will be circumscribed by Moscow to a degree. We don’t 
have any such program at all for the Guineans. 

Thank you, Mr. Chairman. 

Chairman Morean. Mr. Zablocki. 

Mr. Zasiockti. Thank you, Mr. Chairman. 

Welcome, Mr. Secretary. 

Your statement is an excellent one. On page 4 you state: Author- 
ity is also being asked for the President to waive the application of 
the 50-50 shipping clause to assistance provided for the IBRD organ- 
ized programs. 

Is the authority to waive the 50-50 shipping clause because of the 
objection or the insistence of the other contributing nations to the 
IBRD organized program? Do you anticipate objection, for ex- 
ample, from England, the Commonwealth countries, or Germany, 
on the 50-50 shipping clause ? 

Mr. Drtxon. These funds will be commingled inthe IBRD. There- 
fore, the Bank will spend them and adherence to the 50-50 shipping 
clause would prove in practice a very difficult accounting problem. 

As a matter of fact ICA is primarily responsible for assuring com- 
pliance with the clause and I expect thes will focus on this problem. 
They don’t expect it to arise at all in the next couple of years, but 
they do expect that it probably will be a close thing in the third or 
fourth year when the program is larger. They intend to do every- 
thing possible to reach the 50-percent limit. 

But they have felt it might be that they would fall somewhat short 
of that, and hence they ask for this Presidential authority. It is 
quite a complex problem because the provision does not apply on 
certain routes where U.S. ships don’t ordinarily go. 

It depends somewhat where the project supplies come from, whether 
the ship provisions would really apply. 

We would be glad to have our expert on this testify on the subject 
when we get to the regional presentation. 
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Mr. Zas.ockt. On page 13, Mr. Secretary, in your statement, you 
say: 

We are also preparing to increase substantially governmental services to 
American business interested in selling abroad. 

Would you please enumerate or illustrate examples of Government 
services other than the Development Loan Fund new policy of et 
primary emphasis on the financing of goods and services of U.S. 
origin referred to on page 14. 

Mr. Duuon. This refers more or less to commercial attaché pro- 
grams designed to provide more information about possible business 
opportunities. It is our idea that we will have a stronger commercial 
attaché program, more similar to the programs of European countries, 
such as the British and the Germans who have for a long time relied 
extremely heavily on exports. Thus, this information would go back 
to the business community through the Department of Commerce. 

Mr. Zasiocki. You are not referring—— 

Mr. Dion. No subsidies. 

Mr. Zastocgi. You were not referring to any types of incentives? 

Mr. Drixon. No incentives except Just giving the business com- 
munity information and telling them their investment is important 
to the United States and that we hope they will go ahead. 

Mr. Zastockt. However, Mr. Secretary, since you point out that 
“Tt is through increased exports that we believe recent trends can 
best be halted,” should not further consideration be given to incentives 
to American business ? 

Mr. Dron. There are two incentives that are under consideration. 
I didn’t mean to say that we were not going to provide incentives. 
I simply was not referring to incentives in this particular sentence. 

There are two areas of concern. Of course, as far as the under- 
developed countries are concerned, the administration has supported 
and recommended a revision of the tax laws that would allow income 
earned abroad to stay abroad. That would to some extent help in- 
crease American investment in other countries—underdeveloped 
countries. 

For exports in particular, there is one thing we are studying very 
elosely now—that is export insurance for shorter term credits and 
covering transactions involving consumer-type items. 

At the present time the British, the Germans, some 17—practically 
all the major trading countries—have that form of export insurance 
and we do not. 

Through our Export-Import Bank we do provide the equivalent 
of insurance, but only on sales of heavy equipment, and of a long- 
term nature, but if you are dealing with consumer products such as 
drugs, clothing, something of that nature, we don’t make any insur- 
ance available. 

Therefore, in a market like South America, where the interest rates 
are often as high as 114 or 2 percent a month, if we require cash, and 
the other country is willing to make an export loan based) on small 
interest charge, say 2 or 3 percent, and extend credit for 6 months 

(180 days), there would be something like a 10-percent difference in 
the cost right there. It puts our exporters at quite a disadvantage. 

Under the aegis of the Treasury Department, there is a very 
thorough study of this problem going forward. If we find a need 
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for such insurance, as we may, we may initiate such a program. The 
Export-Import Bank already has authority for it. 

Mr. Zasiocki. Mr. Chairman, I have one other question. Mr. Sec- 
retary, on page 18 you refer to the “special assistance loans.” 

You state, “In most cases, the problems can only be met by grant 
assistance; in others, present circumstances preclude the use of the 
Development Loan Fund for the purposes which special assistance 
loans can achieve.” 

How much of the $245 million appropriated for special assistance 
for the current fiscal year will be in the form of loans? 

Mr. Ditton. Most of our assistance to Morocco is in the form of 
loans. Here is a figure: Thus far in fiscal 1960, $4914 million is 
programed on a loan basis. Most of that is for Morocco. 

Mr. Zastockt. Roughly about a fifth, 20 percent of the $245 
million ? 

Mr. Ditton. That is right. 

Mr. Zastocki. How do the terms of the special assistance loans 
differ from those made by the Development Loan Fund ? 

Mr. Ditton. I don’t think there is any great difference in the terms. 
Sometimes they are repayable in dollars; sometimes in local currency. 
Special assistance loans are almost always long term. They run 
about 30 years. They are longer terms than many of the DLF loans. 

In practically all such cases, the loans do not relate to any specific 
development project. They are just used, as in the case of Morocco, 
for the general development purposes of the country. 

We made a loan to Iceland. It was a sort of balance of payments 
type loan and is not for a specific development. project. 

See SAOORA Are they softer loans than the Development Loan 
Fund 

Mr. Ditton. They are less connected with development as such and 
they have a greater political content. 

hairman Morean. Mr. Merrow. 

Mr. Merrow. Thank you, Mr. Chairman. 

Mr. Secretary, you have presented a very comprehensive statement 
on the mutual security program this morning. 

On page 26 you are anata the administration of the program. 
You state that some of the criticism is undoubtedly justified, some 
has been overdramatized, other charges have on investigation been 
a to be based on unsubstantiated evidence, sometimes provided 

»y disgruntled employees. 

Later on you point out. that in a great majority of instances the 
errors have been overpublicized, that they were first detected by the 
operating agencies and in most instances remedial action has been 
taken. 

I think that is an excellent presentation as to what has been done, 
but the usual type of argument used for slashing the program has been 
the way in which it has been administered. 

My question is, do you contemplate preparing for the committee 
some of the criticism that is undoubtedly justified, also some of the 
mistakes that have been overemphasized, also the charges which have 
been investigated and have resulted from disgruntled employees and 
are based on unsubstantiated evidence? Have you such a presentation 
that you can make to the committee? 
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Mr. Ditton. I would think it would not be too difficult. Either 
last year or the year before the ICA made a compilation of all these 
various charges and gave them to the committee at its request. We 
could bring that up to date. Maybe we could classify them a little 
more as you suggest. 

Mr. Merrow. Mr. Chairman, if it is proper, I would like to ask 
for such a presentation and have it put in the record. 

Chairman Morean. Without objection, it is so ordered. 

(The information requested appears in the appendix.) 

Mr. Merrow. On page 16 of the statement I just refer to this par- 
ticular item. You say the proposed figure of $724 million is an 
absolute minimum which cannot be reduced without grave danger 
to our security in one or more areas of the world. 

In connection with that, are there any areas in this proposed legisla- 
tion or proposed appropriations we will say of over $4 billion military 
and economic; are there any that can’t be reduced without great risk 
to our security ? 

Do you feel that all the money that has been requested is an absolute 
minimum for carrying on this program ? 

Mr. Ditton. I think it is all absolutely required. There are different 
levels of urgency. I think that is what I was referring to by singling 
out defense support, because if you were to withdraw the fundamental 
economic assistance that the defense support gives—to allow the coun- 
try to keep going—the country can collapse immediately, as soon as 
the defense support is withdrawn; whereas, if you don’t furnish the 
country with adequate military assistance, the real problem comes 
a little later when there is an attack, or if your development assistance 
is a little less, you get into just as serious trouble but it comes 2 or 3 
years later and you may have an opportunity to retrieve yourself. 
However, if you have made a mistake on defense support, there 
wouldn’t be an opportunity to retrieve yourself. 

It is all equally important and equally necessary and I think it is 
a minimum amount for the best interests of the United States. 

Mr. Merrow. I appreciate that answer, Mr. Secretary. 

Is it fair to draw the conclusion that in the minds of those who are 
operating the program, or perhaps put it this way—in the minds of 
those in the executive department who have to carry it out—that the 
Congress makes a mistake in cutting this anywhere from 15 to 20 to 
25 percent year by year? 

Mr. Ditton. The problem is here, in this particular item, we have 
made such a drastic reduction ourselves that there frankly isn’t that 
sort of room any more. We are actually asking for considerably less 
money in this item than the Congress authorized last year, even 
though it is a little more than was appropriated since we were able 
to supplement that amount by the use of contingency funds. 

I think that the cuts that have been made in the military assistance 
program in the past, maybe last year, it probably went too far. Prior 
to that, we were drawing down our pipeline and all that was hap- 
pening was really a difference in judgment between the Congress and 
the executive branch recommendations as to the rate at which that 
pipeline should be reduced. 

The Congress wanted to use it up faster and therefore appropriated 
less money. 
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Now we are in a different position where we don’t have a large 
pipeline any more and a substantial cut in military assistance would 
be quite a different thing. In fiscal 1960 we are drawing down the 
pipeline by approximately $500 million. We have $1.3 billion and 
we are making deliveries of about $1.8 billion. Next year we could 
not accommodate a cut by a drawdown in the pipeline. 

Mr. Merrow. On that basis, in the presentation of this program 
to the committee, do you feel that you can demonstrate to the satis- 
faction of the committee and to the American public, and to the 
Congress, of course, that any drastic, as we may say, meat ax cuts 
in the requests made this year will to that degree impair our security 
militarily and economically ¢ 

Mr. Drtton. Most certainly. That certainly is the opinion of the 
Joint Chiefs of Staff and other military witnesses regarding the 
military assistance program. 

Mr. Merrow. Thank you, Mr. Chairman. 

Chairman Morgan. Mrs. Kelly. 

Mrs. Ketiy. Thank you, Mr. Chairman. 

I hope, Mr. Dillon, that in the further sessions we will be able 
to develop further many of the statements made in your report. 

Presently, I would like to refer to page 4 to this “frozen amount,” 
the 10 percent in reference to the proviso. 

Could you tell me how much was frozen as a result of this over the 
years ? 

Mr. Driton. The total amount is $614 million. I think I mentioned 
that on page 20 of my statement. Therefore, we have reduced our 
request in this bill for funds by that amount of $614 million. 

Mrs. Ketiy. You intend to use it for feeding the refugees rather 
than earmarking it for a resettlement program ? 

Mr. Ditton. That is right, if the Congress does away with this 
requirement. 

Mrs. Ketiy. Following up the requests of my colleagues, then you 
have no plan for any resettlement? 


Mr. Dron. We still, as I say, try our very best to carry out that 
wish of the Congress. 

We agree with it entirely. We are frank to say, however, that we 
haven’t had much success, and we don’t foresee any imminent success 
for large scale resettlement although there is a small amount of re- 
habilitation going on all the time. 

Mrs. Ketiy. Then you referred to a report of the Commission. Do 
we anticipate getting that report during the hearings on the mutual 
security bill? 

Mr. Ditton. The report, you mean 

Mrs. Ketiy. The United Nations Conciliation 

Mr. Ditton. Where they are redoing the refugee registration rolls. 
I don’t believe the facts will be collected for some time. 

Mrs. Ketuy. Will you be able to procure for us the number who 
have een resettled and a sort of approximate appraisal of this entire 
picture ¢ 

Mr. Dion. We will give you a full report on this when we come 
to the regional presentation. 

Mrs. Ketty. I feel if something isn’t continued in this bill we are 
playing right into the hands of that which the U.S.S.R. desires, and 
also the Arab nations in keeping the refugee problem as a festering 
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sore in this area. I hoped in this bill we could come up with some- 
thing definite. 

I would like to refer now to pages 5 and 6. Have we the right 
in this bill to make any change as far as Public Law 480 goes in section 
202 or is that the jurisdiction of the Committee on Agriculture ? 

Mr. Dutton. It has been the custom frequently in the past to make 
changes affecting Public Law 480 in this bill where they apply 
specifically to what is really foreign assistance. 

Section 2 or rather title II is the grant assistance for famine and 
for special purposes. We can use such funds for work relief on de- 
velopment projects, and we have used it in emergencies for that. All 
we are asking now is the right to continue that same sort of use. 

This would seem to be in line with the opinions that have been sug- 
gested by many Members of the Congress and by this committee too, 
of the necessity of developing certain programs, that have a public 
relations impact and get down to the individual, the little mrt and 
stressing them. 

Certainly that is what these programs do and have done very well, 
and they have been financed entirely by our surplus agricultural ma- 
terials. It seems to be an excellent kind of program. 

Mrs. Ketuy. I am in complete agreement with you. I must say 
I wanted to clarify it further. You are speaking of the use of the 
products. 

Mr. Ditton. That is right. 

Mrs. Ketuy.. Then would you bypass section 1415 of the Appro- 
priation Act? 

Mr. Duton. These are not used for 

Mrs. Ketxy. You see, when we request further use of the surplus 
products, we have to use dollars to repay Commodity Credit Cor- 
poration. Would you bypass section 1415 of the Appropriation Act? 

Mr. Ditton. Under title II we don’t have to. 

Mrs. Ketuy. We are limiting the amount of use that we can have 
under that. 

Mr. Ditton. The only thing limited is, the amount that Congress 
every year has to appropriate or to authorize under that appropria- 
tion—we are not asking for any change in that. 

Mrs. Ketiy. To returr further to that, under the accumulated local 
currency accrued under Public Law 480, have you any further plans? 
What plan does the administration have in using this in any other 
way ? 

Mr. Ditton. We have decided that in certain countries where there 
are larger accumulations than we require for U.S. uses—there are 
about seven or eight such countries—it would be proper and useful 
to make larger use than we have in the past of grant programs of local 
currency for the purpose of economic development. 

Mrs. Ketuy. That is in line with our present rights? 

Mr. Dutton. Yes. In the past we have never used this grant 
authority very much, and the Congress indicated they felt it should 
be used more. So, after consultation with the Bureau of the Budget, 
which has the authority, they agreed that we could make more use of 
it in the specific countries where we clearly have more U.S. owned 
loeal currency than we can ever use. 

Mrs..Ketiy. The Subcommittee on Europe mentioned this in the 
report of the study mission, 
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I would like to know if we can extend the use of it. 

Mr. Ditton. We are trying to in every way we can. 

Mrs. Keuuy. There is only one way to do it, as I see it, bypass 
section 1415. Am I not correct? 
Mr. Ditton. This use of if for grant purposes is a waiver of section 
1415. 

Mrs. Ketuy. That is what I wanted to be sure of. 

Are you going to request a percentage of it or has the President 
the right to waive this provision ¢ 

Mr. Driton. The President has the complete right. 

Mrs. Ketiy. I want to know where that is. 

Mr. Ditton. The Bureau of the Budget actually controls the waiver 
authority. We have to get the apetoval of the Director of the Budget. 

Mrs. Ketuy. In other words, the Bureau of the Budget has the right 
to waive the use of the local currency accrued under Public Law 480? 

Mr. Ditton. They have the right to give section 1415 waivers in 
certain specified instances—that is only for these development pro- 
grams and the uses that are made in the country, not for ts. 
use. For the latter, of course, we still have to go through regular 
procedure. 

Mrs. Ketxy. In other words, if I want to get further use of local 
currency, I can increase the right, in an amendment in this bill, to 
use that for other purposes, is that right? 

If I desired to use the accumulated currency would I delete the 
amount that you can use for famine, schools, hospitals, and so forth, 
or would I obtain the right to waive the further use of this in other 
fields. Can we do that in this bill? Can you give me that answer at 
a later date? 

Mr. Ditton. You may direct the Bureau of the Budget to make 
greater use of their waiver authority—the Bureau of the Budget has 
complete freedom. They are the only ones limiting the use of it. They 
used to limit it very strictly, and let us use only 10 to 15 percent. 

Now, as a result of an expression of congressional desire, both in 
this House and the other body, they have changed their procedure 
and are allowing us to use as much as 50 percent of the country-use 
share for grant purposes in those countries where accumulations are 
clearly in excess of US. requirements. 

It is being used much better and I think more effectively for our 
national pur 

Mrs. Keniry. I would like to discuss this later with some of your 
assistants. 

Mr. Dion. We will be glad to discuss it. 

Mrs. Ketuy. Do I have more time? 

Chairman Morean. Your time has expired. 

Dr. Judd. 

Mr. Jupp. Mr. Secretary, as always, your statement is comprehen- 
sive and factual and reasonable and therefore persuasive. I like 
particularly your remarks at the end which I thought were an an- 
swerable statement of the success of this program. “With all its dif- 
ficulties it has been overall brilliantly successful compared to what 
our situation would be if we hadn’t had'such a program. 

Out in Asia particularly we find most countries have done better 
than I suppose we had a right to expect 3 or 4 years ago. But in 
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some countries even our own personnel and the countries themselves 
are not happy about some of the administrative difficulties in the pro- 
grams. The time consumed in going back and forth to Washington 
and the fact that so often the things that a man asks for and gets 
approved, don’t arrive until after he has gone and the next fellow 
frequently doesn’t want them because he wouldn’t do it quite the same 
way. We set up last year the Inspector General. Some people have 
voiced a fear that this office may become just one more managerial 
level on top of the existing ones, and there would be further delay in 
getting decisions and action. 

I would like to have you state, if it is correct, that the Inspector 
General is not to be an additional managerial echelon with authority 
to run the program. What we had in mind was that he have au- 
thority to inspect and examine and expose and call for correction of 
things which are not in accordance with either the legislation or the 
regulations of the operating heads. Is that. correct? 

Mr. Ditton. That is certainly my idea of how that office should 
carry out its functions. Indeed, I would hope that it might be help- 
ful in reducing the administrative problems that you have mentioned 
which have been caused by a desire to have perfect records and to be 
able to be sure that everything was proper in case of some future 
investigation. 

I am very hopeful that under this system they may be able to devise 
methods of administration which are simpler and faster so that the 
overall objective of getting things done on time is achieved while at 
the same time we do have adequate assurance that they are being done 
properly and in accordance with all the regulations. 

Mr. Jupp. I appreciate that statement. 

Mr. Dixon. That is a big job but it is one we are working on. 

Mr. Jupp. And corollary to that is the assumption, or the hope, 
that as the inspection machinery is set up there can be more of the 
decentralization which you referred to, so that as you get an organi- 
zation that is clearer and better tested and proved and as you get 
more experienced personnel, you will give them more authority in the 
field to make decisions without having to go back to Washington; is 
that. correct 

Mr. Dit1on. That is what we hope. 

Mr. Jupp. I hope so, too. 

I want to ask a question regarding pages 10 and 11. You spoke 
about what other more developed countries are giving to less devel- 
oped areas. Is their assistance mostly in loans? 

Mr. Dixon. It differs. The assistance through the Colombo plan 
and the assistance that the British give is generally in the form of 
grants. The same thing applies to the Canadians and to French 
assistance. 

On the other hand, German assistance and the additional Japanese 
assistance, over and above their reparation payments, are primarily on 
a loan basis. 

Mr. Jupp. In general, are their loans repayable—of course, there 
are exceptions, I realize—in local currencies, or in hard currencies, 
the currency of the loaning country ? 

Mr. Ditton. Some of both. ‘There is a mixture. Most loans, I 
think it is fair to say, are repayable in hard currency. 
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Mr. Jupp. When we were doing this loaning business almost ex- 
clusively it was fairly easy to estimate the robable repayment ca- 
pacity of a country. If a country is getting loans from a half dozen 
countries, is there a danger that the borrowing countries will load 
themselves up with debts that they can’t repay even in their own 
currency ¢ 

Mr. Dixon. Undoubtedly, if there isn’t good coordination, and 
that is one of the problems that we will be talking over in this meet- 
ing of the development assistance group in March, It is our thought— 
and we have been discussing this with the management of the World 
Bank—that this group would be a very useful sort of centralized or- 
ganization, particularly in view of their relation to the Interna- 
tional Development Association which will be managed by the Bank 
as an affiliate of the Bank. Since the International Development As- 
sociation will make loans to be repaid in local currencies, the Bank 
will begin to have an equivalent. interest in that type of loan, whereas 
it is presently interested in hard loans, and hence will be a source of 
coordination and information so that we don’t get into this sort of 
problem. 

Certainly if everybody was operating in totally separate com- 
partments and you didn’t know what the other person was doing, 
you could get into trouble. 

Mr. Jupp. This then is a very important reason for the Interna- 
tional Development Association in addition to the increased funds 
that are made available; the better coordination and management 
from the standpoint of the best interests of the borrowing country as 
well as of the loaning country. 

Mr. Ditton. I think that is correct. 

Mr. Jupp. Thank you very much. 

Chairman Morean. Mr. Selden? 

Mr. Sevpen. Thank you, Mr. Chairman. 

Mr. Secretary, is the sum of $700 million which is requested for the 
Development Loan Fund based on the amount that can be processed in 
an orderly manner by the Development Loan Fund during fiscal 1961? 

Mr. Ditton. It is based on a number of things. It is not based 
solely on that. 

Indeed, originally we in the Department of State and in the Devel- 
opment Loan Fund had thought we could use somewhat more funds, 
but finally based on overall budgetary and fiscal considerations we 
fixed on this level of $700 million for the Dev elopment Loan Fund, 
and I am very certain that that amount can be adequately and effec- 
tively processed in 1 year. 

I think if we had more we could probably process a little more. 

Mr. Seipen. I gather, then, from your statement that you do not 
anticipate any additional requests for the Development Loan Fund 
during fiscal 1961 ? 


Mr. Ditton. No; we don’t. We think this will be adequate to doa 
reasonable job. 

Mr. SELDEN. Does the $1,250 million authorization which is still 
available expire at the end of fiscal 1961 ? 

Mr. Ditton. I would think it would, but I would have to check that 
toknow. No,on recheck, I think it would not. 
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Mr. Sexpen. If so, there will be an authorization of $550 million 
which will be in excess of the amount actually needed during the com- 
ing fiscal year ? 

Mr. Ditton. That is correct, unless a year from now there is a new 
administration and someone should ask for a special supplementary 
appropriation—something I wouldn’t know about. 

Mr. Setpen. I note that one of the amendments suggested is an 
amendment to section 105(b) (4) of the act, which relates to condi- 
tions applicable to military assistance. This amendment would strike 
out the last sentence of that section which imposes a ceiling upon obli- 
gations and reservations of military assistance to Latin America in 
fiscal year 1960. 

What is the reason for this recommended amendment ? 

Mr. Ditton. After 1960 the particular sentence would not make 
any difference. It just says in fiscal 1960 you shouldn’t spend more 
than in fiscal year 1959. As we move into 1961, it would seem to be 
superfluous. 

Mr. Setpen. That would be true unless the bill passes prior to the 
end of fiscal year 1960 ? 

Mr. Ditton. I see what you mean. If this bill would ap 
year 1960, you would be correct. We weren’t thinking of. 
aren’t trying to repeal it for 1960. 

Mr. Setpen. Then there is no intent to spend more in fiscal year 
1960 than was spent in fiscal year 1959. Is it to clarify the language, 
and that is all? 

Mr. Drt10on. That is correct. 

Chairman Morean. Mrs. Church? 

Mrs. Cuurcu. Mr. Secretary, before I start my questions, I would 
like to remind you that the last time we met was just prior to the 
opening of the GATT conference in Tokyo. I want to compliment 
you on your success there. 

If I may be permitted, I would like to send a personal word to Mr. 
Claxton. It seems as though it would be almost impossible to make 
up a mutual security bill without him. 

My first question concerns the Development Loan Fund. If I re- 
call correctly, your testimony last year was to the effect that the rea- 
son you were not asking for a greater permanency in the concept of the 
fund or for more than $700 million was based on your anticipation 
of what has turned out to be the International Development Associa- 
tion. Is that correct? 

Mr. Dition. And the Inter-American Bank. The Inter-American 
Bank is now in existence, and although the establishment of the Inter- 
national Development Association has not yet been achieved we know 
how big it is and how much money will be available—something we 
did not know last year when the mutual security bill was up. 

The IDA has not been yet ratified or approved by the necessary 
governments. That probably will not occur until this September. 

In arriving at our total aid level, we did take into account these two 
institutions, one of which is in existence and the other of which will 
in all probability come into existence during fiscal year 1961. How- 
ever, it does not look as if either of them will be very active during 
fiscal year 1961. 
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The Inter-American Bank will require most of the year to get or- 
ganized so that it can undertake operations. The International De- 
velopment Association, which requires much less time for organiza- 
tion since it is part of the World Bank and can draw on its resources, 
will probably not come into existence until late in the year. 

The real action of both of these two institutions will be in fiscal 
1962. 

Mrs. Cuurcu. You feel that the $700 million is apt to be a safe 
amount? You reported that 72 percent of the resources had been 
committed to 10 countries. If the fund were to be increased, might 
you increase the scope of it geographically? In other words, would 
you be apt to make loans in more countries? 

Mr. Dition. I don’t think the scope geographically has very much 
to do with—if we increased it, this concentration was due to the things 
I mentioned of places where we have a national interest in rapid 
development, where rapid development is already underway and the 
country is using its own resources well for that purpose and also tak- 
ing into account the amount of outside funds, funds from different 
sources that may be available. , 

That has led to this concentration. I don’t think if we have a larger 
amount we would probably take any more countries in than we pres- 
ently have. 

Mrs. Cuurcu. I was very much interested in the development of 
thought along the lines of Dr. Judd’s question. I am myself concerned 
about better coordination between the many agencies. 

I have always been puzzled as to how we could best coordinate these 
multitudinous agencies engaged in making loans or grants. 

One brief question: I think that you said that the loans made under 
the special assistance paragraph are slightly based on political con- 
siderations. I am wondering whether it would be beyond the ran 
of propriety to suggest that in making allocations some thought might 
be given to certain pressing political problems. 

deeply regret the Suez situation and the refusal of the United 
Arab Republic to let goods for Israel or even for our Navy pass 
through the canal. 

Could the United States not exert some pressure along that line? 
In making loans or grants, could we not insist on a guarantee of free 
passage through the canal to all nations? 

Mr. Ditton. As the Secretary said yesterday, we are working with 
the Navy to see if we can’t clarify that situation there because we 
certainly believe, and it is our national policy that there should be 
freedom of transit for everyone through the canal. When it comes 
to the use of the withholding and granting of a Public Law 480 agree- 
ment with the United Arab Republic, based on whether or not they 
take some particular action which we feel strongly they should take, 
I don’t think that would be at all effective because all it would do 
would be to cause them to turn once again to the Soviet Union, which 
nee them when they were in a similar situation a little while ago. 

t the moment they have certainly come a long way from that 
period, and seem to recognize the desirability of dealing on a fair 
and equal basis with the countries of the West. 

Therefore, we feel that a continuation of a modest program of 
assistance to the United Arab Republic is in our own best interest, 

51905—60—pt. 15 
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even if they don’t do everything we like; although we certainly do 
miss no opportunity to tell them of our views about the use of the 
canal. 

Mrs. Cuurcu. I would hope that the protest would be a strong one. 

Thank you, Mr. Chairman. 

Chairman Morean. Mr. Farbstein. 

Mr. Farestern. Thank you, Mr. Chairman. 

It is pleasant to see you again, Mr. Dillon. 

Yesterday I asked Mr. Herter a question in connection with the 
International Development Loan Association. Perhaps I didn’t ask 
it correctly. Maybe you can clarify it for me. 

Is it our desire to eventually replace the Development Loan Fund 
with the International Development Association or is it to be continued 
alongside of the Development Loan Fund? 

Mr. Dition. Based on anything that I can foresee at this time, it 
would be continued alongside the Development Loan Fund and would 
not in any way replace it. It would supplement it. The Interna- 
tional Development Association, according to the present agreement, 
provides for a capital of a bilhon dollars, but only $750 million of 
that is in hard convertible currencies. That is ols spendable over 
a 5-year period. It is paid in under a 5-year period and can be spent 
over a 5-year period. That would average out for this new associa- 
tion to only about $150 million a year as compared to the $700 million 
we are requesting for our own Development Loan Fund. 

In that overall picture, it is a much smaller thing. Its usefulness is 
that it gets all the nations in and we get a substantial additional con- 
tribution from people in Europe, and other developed countries— 
Japan, for instance—that would probably not otherwise be available. 

It is a multilateral type of institution which may have certain ad- 
vantages in certain areas. Additionally, we do feel and continue to 
feel there will be certain areas where there will be an advantage in 
having it a purely U.S. institution even though the multilateral insti- 
tution should develop to the point where it was five or six or seven or 
eight times as big as it is now proposed to be. 

Even if IDA had funds in an amount where it might do the job, I 
think we still feel there ought to be some U.S. tool to do development 
lending in particular places where we might have a strong national 
interest to do so. Although in that case, it would be a smaller Devel- 
opment Loan Fund. 

The simple answer to your question is that we have no idea of 
replacing the Development Loan Fund. 

Mr. Farestetn. I would like for you to reconcile, if you can, the 
way we beat the drums for the reciprocal trade program in order to 
get it passed with the recent “Buy America” plan that is being pro- 
mulgated around. 

Mr. Dron. Mr. Farbstein, we don’t think there is any “Buy 
America” campaign as such. Although I do recognize that the A 
icy of the Development Loan Fund has been popularly referred to 
as such. 

The reason for the change in the Development Loan Fund policy 
was simply this, that we felt that when we made assistance available 
on a special basis of the sort the Development Loan Fund makes, 
which requires only repayment in local currency, it certainly bears the 
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flavor, a strong flavor, of foreign aid. There are other countries that 
can also now afford to do the same sort of thing. 

We felt that if we were making this foreign aid available to the 
Development Loan Fund it was perfectly proper to say that we 
would put primary emphasis—not exclusive emphasis but primary 
emphasis—on American goods and services. 

If a country wants to go to Germany, the Germans certainly have 
the capacity to make any development assistance they have available 
on the same sort of terms. Their financial situation is just as good 
as ours. They recognize the need for aid to underdeveloped coun- 
tries, and we felt that by this new program we would stimulate a 
greater degree of development assistance from these strong, financially 
strong countries, particularly in Western Europe; that so far seems 
to have been one of the results, because we are hearing that both in 
Italy and Germany there is now pressure on the Government from 
their manufacturers to make development aid available on terms that 
are useful to the developing countries, which are comparable to ours. 

That is the reason for this particular thing. It does noé change in 
any way our trade policy and our belief that a liberal trade policy is 
necessary not only for the industrial world, but also to enable the un- 
derdeveloped countries to sell their products in the world market and 
thereby get moneys they can use to further their own development. 

Mr. Farssrerx. When the Secretary of the Treasury says you must 
spend the Development Loan Fund money here, doesn’t that sort of 
throw a little scare around, to the peoples of the world that perhaps 
there is something wrong with our money, that they have to start 
watching out a little bit? That is how you start a run on a bank. 

Mr. Drton. I wouldn’t want to comment on the Secretary of the 
Treasury’s business. I know that he has said, I think he has felt 
that unless we indicated some interest in our situation the mere fact 
of inaction might cause other countries to feel somewhat the way 
you describe. Interpretation of the way the financial markets of the 
world feel is a primary responsibility of his and I prefer not to com- 
ment on it. 

Mr. Farestetn. I think you are a pretty good financier yourself. I 
would like to get your reaction. I would like to get your own opinion 
about this “Buy America” business with loan development funds and 
also the effect that it has upon the financial standing of the United 
States. 

Mr. Drixon. I certainly don’t think that initiation of that policy 
will cause any other countries to fear that the dollar is about to de- 
teriorate or cause a run on the dollar. 

I don’t think that is true at all. 

Mr. Farssretn. Do you think this “Buy America” idea should be 
pursued or do you think rather conditions should be permitted as they 
have in the past several years with the Development Loan Fund? 

Mr. Dron. I certainly feel that if and when our balance of pay- 
ments position gets into a situation where it would permit, that it 
would be most useful to revert to a system that we had in the past of 
complete liberality for the Development Loan Fund, like that used 
by the World Bank. OF 

When that will happen is a question of judgment. While our bal- 
ance of payments situation looks very considerably better now than 
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it looked last summer and has improved since last fall and we hope 
it will improve further this year, it is certainly far too early now to 
consider any such change. 

Mr. Farsstern. Then am I to understand that you agree we should 
follow a “Buy America” policy until that situation exists that you 
have just spoken of ? 

Mr. Dron. I would agree with what you say in everything except 
calling it a “Buy America” policy for the reasons I mentioned before. 

I don’t think that is quite the correct nomenclature because the coun- 
tries can go anywhere they want. We are not insisting that they take 
foreign aid from the United States. 

Mr. Farsstetn. Thank you. 

Chairman Morean. Mr. Curtis. 

Mr. Curtis. Mr. Secretary, I would like to have in the record before 
this committee something you said in your Cambridge speech last 
spring, and to ask you if you would reaffirm it. This is what you said: 

I am convinced that the events of the next 20 to 30 years will determine the 
state of the world for centuries ahead. I believe that the biggest single deciding 
factor will be the path taken by the peoples of the less-developed world in their 
impatient efforts to achieve social and material progress. 

I thought that was a very strong argument for our mutual security 
program of technical assistance. I wondered if you still feel the same 
way. 

Mr. Di.10n. I certainly do. I think that is probably the greatest 
challenge and the greatest problem that we face in the coming decades. 

Mr. Curtis. One matter that came up when our subcommittee was 
traveling was with respect to private investment. 

There has been a lot of talk that private investment ought to supple- 
ment the efforts of our Government in the economic assistance field. 
Yet when we get to questioning people in other countries, we find 
there are great difficulties, a good veal of local prejudice against that 
procedure. 

When you think how much this country was developed in its early 
days through foreign investment, it seems too bad that more can’t be 
accomplished through that medium. 

I wondered if you see any hope of breaking down the resistance to 
foreign investment as a way of creating economic development in some 
of these other areas. 

Mr. Dizon. I think we are having, Mr. Curtis, quite some success 
there. For instance, the Indian Government recently agreed to our 
investment guarantee program, which is designed to promote private 
investment in India. They do agree to the principle of private invest- 
ment, and we are this year making a somewhat greater effort in 
developing programs in our Development Loan Fund to promote 
cooperative ventures with private enterprise, where private enterprise 

will put in fairly substantial sums of money of theirown. Mr. Brand 
will be prepared to testify in some detail about that when he comes 
before your committee. 

Mr. Curtis. Thank you. 

Chairman Morean. Mr. Fulton. 

Mr. Fuuron. We are glad to have you here. I want to welcome 
the new team of you Four Horsemen on this program. Iam glad to 
see Mr. Riddleberger back again and feeling well. 
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I want to comment first on several programs of U.S. foreign aid 
that I think should be emphasized, and particularly where savings 
and economies can be made. 

I am interested to see that Mr. John Murphy, Inspector General- 
Comptroller, of the U.S. mutual security program, will come before 
our Foreign Affairs Committee. 

Our committee has provided this post by law last year to tighten 
up the administration of the U.S. foreign aid programs in all areas. 

I like your comment that Mr. Murphy will provide this committee 
with a clear and straightforward sanlanatian of the objectives of 
each program as well as the reasons for considering the sums re- 
quested to be a minimum U.S. contribution toward reaching these 
objectives. 

I like the word “minimum” because we should see that our U.S. 
budget is balanced this year. : 

The next point I like is that the United States will be contributing 
only a part of the foreign aid program because we are going to get 
help from other industrialized countries of the free world. 

I would like to emphasize this: The surplus U.S. food and com- 
modities for distribution abroad have previously been limited for 
famine and other similar assistance. The law will now provide au- 
thority to carry out work relief projects on a continuing, rather than 
on an emergency basis. Also the authority will now permit the use 
of U.S. surplus agricultural commodities to substitute for and replace 
U.S. dollars in foreign aid programs to promote economic develop- 
ment of less developed areas. 

I like the point that you are reducing the U.S. assistance abroad 
where you can. Furthermore, I note with approval that the request 
for defense support funds has been reduced almost 15 percent below 
that of last year. ; 

I like your comment, too, where you say that you emphasize self- 
help of these nations in our U.S. foreign aid programs. 

I also think we should comment on the fact that total defense ex- 
penditures of European North Atlantic Treaty (NATO) countries 
rose from $12.2 billion in 1958 to $13.6 billion in 1959. These are 

ains in our free world defense that we have made that we almost 
on’t realize. They are tremendous gains, don’t you think? 

Mr. Drtxon. I certainly do. 

Mr, Fuuron. I would like to emphasize that you said: 

We have and are continuing to seek the reduction of barriers imposed by our 
major potential customers to the flow of American goods. 

I think that is a very fine comment. 

Then finally on page 18 of your statement I would commend you 
for this policy : 


* * * it is proposed to initiate in fiscal year 1961 a modest special program for 
Africa south of the Sahara. The program will concentrate on the need for edu- 
cation and training, particularly on those needs which are common to a number 


of countries in the area. 

When I was a delegate to the United Nations and working with your 
team, the last General Assembly session ending in December, I was 
especially interested in the United Nations Economic Commission for 
Africa. I was one of those on the U.N. Budget Committee who voted 
for a small increase of $216,000 in the year’s budget of $800,000. It 
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is a necessary program and one where many countries are contribut- 
ing help, not just the United States. 

Then I would like to turn to another field that is a very dramatic 
field of controversy. On November 29, 1959, Senator Symington, of 
Missouri, said that “I approve the U.S. Government’s furnishing 
of planned parenthood information where it believes the action would 
be to the best interest of our country.” 

My question is this: I oppose that statement of policy strongly be- 

cause I think that a U.S. foreign aid program of economic and mili- 
tary assistance has nothing whatever to do with the population of a 
country, and especially when birth control cuts across religious views 
that are strongly held. 

My feeling of it is this, and I would like to ask you for your com- 
ment: I feel that we in the United States in a foreign aid program 
should stick to the economic, military, and political policies and stay 
out of sex problems of foreign countries. We shouldn’t get into the 
business of restricting the birth rates in foreign countries, because we 
certainly would be surprised and amazed and displeased if that was 
tried by a foreign government in this country as a foreign policy, or 
on any individual citizen in this country. 

What do you think? 

Mr. Ditton. I certainly agree with you entirely, Mr. Fulton. This 
is a question for each individual country itself to handle as it deems 
best and under its own customs, cultures, and religion. 

We have no intention of taking any part in this in any way, and 
never had. 

Mr. Funron. Then distribution of birth control information by our 
Government in foreign countries at U.S. taxpayers’ expense is com- 
pletely. out as far as the U.S. State Department is concerned? 

Mr. Ditton. That mal ight. 

Chairman Morean. Any further questions ? 

Mr. Farrsretn. Yes, Mr. Chairman. 

Mr. Dillon, I would like you to clear up for the record, if possible, 
the statement that you made that 1 interpreted—maybe I am wrong— 
as appeasing Egvpt. That was in answer to Mrs. Church’s question. 

If I am wrong, please explain it to me. Our traditional policy al- 
ways favored freedom of the seas. We are allowing that. traditional 
policy to be violated. We are aiding the country which is causing the 
viol: ation of that traditional policy. 

With our own interest in mind, let’s see where that leads us. Egypt 
now is playing both ends against the middle. It is not altogether with 
Russia ; it is not altogether with us. 

In the event of trouble, I don’t know whether you think that Egypt 
would come to our assistance; personally, I don’t think so; I don’t 
think she would come to Russia’s assistance either. 

Now, what happens? What is the result of it? Here you have 
Tsrael the only country in the area that is favorable to the West. In 
my opinion, in the event of difficulty Israel would go to the assistance 
of the West as its people have in the last war. Tt is now put ina 
situation where all the surrounding countries, all its enemies are clos- 
ing in around it. 

The United States seems to be leaving it, seeming to walk out on it 
to a certain degree. I appreciate that we are giving them assistance, 
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but she may come to feel that she is losing the support that she feels 
is morally necessary for her psychological well-beimg because cf what 
has been happening lately, vis-a-vis, the United States and Egypt, the 
policy of the Navy Department recognizing the Arabs’ boycott. 

Where does all this lead to? That all may lead to some trouble in 
that area and the very things that we are trying to avoid we may 
bring on because of the position we are taking. 

I would like to get your reaction to what I have just said and 
whether you think I am wrong in my analysis of this situation. 

Mr. Ditton. Mr. Farbstein, I must say that I am shocked at the 
idea that anyone would think that we are deserting the State of 
Israel or appeasing any other country in the area at the expense of 
Israel because that 1s not the case. 

We do continue to support the existence and development and peace 
of the State of Israel, as we have in the past. 

Certainly all I had intended to say regarding the United Arab 
Republic was that I don’t think it serves our own national interest to 
refuse to have economic relations with them, to refuse to give them a 
modest amount of economic support through Development Loan Fund, 
Public Law 480, things of that nature, because they are doing some- 
thing which we do not condone and do not condone at all. 

I don’t think making these sort of financial programs carries the 
implication at all that we agree with all their policies. We don’t. 

In this case certainly the Secretary of State—I think it was in his 
opening statement before the United Nations—made a very clear 
statement of the U.S. policy in this regard before all the nations of 
the world. 

It is our policy and we maintain it and we will continue to main- 
tain it. 

Mr. Farssremn. I don’t suggest that we exclude them from assist- 
ance. That is not in my mind, but what is one to think when our 
Government agencies acquiesce in a policy which provides that ships 
which carry aid to these countries may not stop at an Israeli port 
without being penalized if they are to go on further to an Arabian 
port ? 

Mr. Ditton. Well 

Mr. Farssrern. Hear me out. 

What is the Government of Israel to think about that situation? 
The only thing I can suggest, and I will be perfectly honest with you 
it is a difficult thing to determine, is that I feel that we should not 
depend only upon the United Nations, which we are doing. 

All we are doing is to ask Mr. Hammarskjold to remonstrate with 
Nasser. 

I think in view of the fact that we are giving such massive aid to 
Israel, I think it is incumbent for our own sakes, for the good of our 
country, to put pressure, to see to it that the United Arab Republic 
does respect. our traditional policies of freedom of the seas and we 
ourselves refrain from any action which may lead Israel to fear that 
they are forsaken. 

That is all Isuggest. Thank you very much. 

Mr. Fuuron. Following up on Israel just shortly, Congressman 
Morgan, Congressman Farbstein and I were particularly interested 
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in further aid than had been originally recommended be given to 
Israel during the current fiscal year. 

The question is, what has been happening in the current fiscal year? 
Is Israel getting that extra attention that we had been interested in 
under the current foreign aid program ? 

Mr. Ditton. Under the current fiseal year, we have carried out 
what we understood was the desire of this committee and of the Con- 
gress, and we have utilized $7144 million of contingency funds to 
continue a special assistance program to Israel in the same magnitude 
as the year before. 

Mr. Furron. That extra amount has been put in and is being used 
currently and by the end of this fiscal year will have been fully allo- 
cated and spent? 

Mr. Ditton. It will have been fully allocated. 

Mr. Furron. There is no diminution on that program and the State 
Department says it has been carried out. 

Mr. Ditton. Yes, carried out fully. 

Mr. Fuuron. I wish to compliment the State Department. This 
was a special help to Israel and a show of special consideration to 
Israel by this committee which I believe the State Department has 
fully cooperated in. 

Chairman Morean. Thank you, Mr. Secretary. 

Mr. Dron. Could I make one short statement to clarify or cor- 
rect maybe slightly a reply that was made yesterday by Secretary 
Herter regarding our ICA program in Cuba? 

He was asked about its size and I think he said it was about a mil- 
lion dollars. The exact figure is $350,000. This is only being used 
in accordance with certain project agreements that were signed by 
Ministers and other Cuban officials in May and June of last year. 

Cuba is continuing to make its contributions to that small program. 

Chairman Morean. Thank you, Mr. Secretary. 

The committee stands adjourned until 10:30 Tuesday morning. 

(Whereupon, at 12:45 p.m., the committee adjourned, to reconvene 
at 10:30 a.m., Tuesday, Wbeey 23, 1960.) 
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TUESDAY, FEBRUARY 23, 1960 


House or REPRESENTATIVES, 
ComMITTeE oN Foreicn Arrairs, 
Washington, D.C. 

The committee met at 10:40 a.m., in the caucus room, room 362, 
Old House Office Building, the Honorable Thomas E. Morgan (chair- 
man) presiding. 

Chairman Morcan. The committee will come to order. We are 
meeting in open session this morning for a continuation of the mutual 
security hearings for fiscal year 1961: 

The first witness this morning is the Honorable Thomas S. Gates, 
Jr., Secretary of Defense, and the other witness is an old veteran 
before this committee, Gen. Lyman Lemnitzer, Chief of Staff of the 
Army. General Lemnitzer is substituting for General Twining, 
Chairman of the Joint Chiefs of Staff, who underwent an appendec- 
tomy yesterday afternoon. General, I recall that you testified before 
this committee in 1949 and 1950 in support of the military assistance 
program. 

Mr. Secretary, this is your initial venture before the committee and 
since both you and General Lemnitzer come from Pennsylvania, I 
certainly want to welcome this all-Pennsylvania team this morning. 

You both have statements. With your permission, Mr. Secretary, 
you can lead off and read your statement and then we will ask 
General Lemnitzer to deliver General Twining’s statement. We will 
then call on you both as a team for questioning. 

We operate under the 5-minute rule and we can direct our ques- 
tions to either you or the General. 


STATEMENT OF HON. THOMAS S. GATES, JR., SECRETARY OF 
DEFENSE 


Secretary Gares. Mr. Chairman and members of the committee, 
this is my first opportunity to testify before the House Committee on 
Foreign Affairs in support of the military assistance part of our De- 
partment of Defense program. I welcome it because of my deep 
personal conviction that the military assistance program is a vitally 
essential part of our overall security and one of the most important 
subjects with which the Secretary of Defense is called upon to deal. 

The Defense Department has prepared a comprehensive and de- 
tailed presentation which will be offered to you in the course of these 
hearings. This will indicate the part each country’s military assist- 
ance effort plays in our defense program. 

69 
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I will not try to anticipate this comprehensive report. It is my 
desire, rather, to leave with you three thoughts which I believe are 
pertinent to your deliberations. I recognize that there is little I can 
say that will be new to the members of this committee, as knowledge- 
able as they are on the subject. But these thoughts represent con- 
victions I feel deeply, and I should like to review them with you. 
They deal with (1) the key position of military assistance in the 
framework of our national strategy; (2) the desirability of military 
assistance as a major contribution toward accomplishing this strategy, 
and (3) the high return this Nation receives from our military 
assistance investment. 

It is my conviction that. we must somehow bring home to the people 
of this country the real meaning of the words “collective security.” 
It is time the public realized that for the past 15 years our military 
planners have rested their strategy on a policy deliberately adopted 
to fit the modern world in which we live. This is a policy enunciated 
by the Congress which authorized measures. in the common defense 
to promote the foreign policy, security, and general welfare of the 
United States and to facilitate the effective participation of free na- 
tions in arrangements for individual and collective self-defense. Mil- 
itary assistance is an essential element. in collective security. 

The military strategy of the United States, as formulated and kept 
up to date by the Joint Chiefs of Staff, is firmly rooted in this modern 
concept. Practically every major field commander is responsible for 
preparing for the ultimate employment of millions of allied troops 
and thousands of allied aircraft and ships along with our own forces 
in time of war. This means that the interrelationship of allied force 
capabilities and our own forces is a basic factor in Defense Depart- 
ment planning. 

On February 1, I appeared before the subcommittee on Depart- 
ment of Defense Appropriations of the Senate Committee on Appro- 

riations and summarized the fiscal year 1961 Department of Defense 

udget which provides for both $41 billion of funds to be applied 
directly to U.S. units and $2 billion for military assistance in joint 
support of the national security effort. 

At that time I indicated that this budget of $43 billion would pro- 
vide for a U.S. military structure of approximately 214 million men. 
TI now emphasize to you that the $2 billion included therein for mili- 
tary assistance will facilitate the effective utilization of an allied mili- 
tary structure of over 7 million men. 

I know of no more forceful way to emphasize the essential role 
played by military assistance in assuring the security of this Nation 
than to cite this fact: our Joint Chiefs of Staff have recently said, 
with complete unanimity, that they would not want $1 added to the 
Defense budget for 1961 if that dollar had to come out of our recom- 
mended military assistance program. 

The American unified commanders who rely, to a great extent, on 
these allied forces for their forward strategy would testify most af- 
firmatively to you concerning the close relationship of the military 
assistance effort to our global strategy. I believe you plan to hear di- 
rectly from two of our outstanding commanders, General Norstad and 
Admiral Felt. However, I would like to highlight some of the fac- 
tors that are of interest to me in this interdependent relationship. 
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Only 10 percent of the ground forces that will come under General 
Norstad’s NATO command in time of war are American. 

In the Far East, Admiral Felt must largely rely upon allied forces 
to maintain-his forward strategy. Only a small percentage of U.S. 
soldiers, sailors, marines, and airmen form the nucleus of an allied 
force of almost 2 million men which, in the event of war, would pro- 
vide the delaying action necessary to keep the frontline in the Pacific 
rather than on the west coast of the United States. 

In Korea, General Magruder, as U.N. commander, commands 21 
divisions on the line, only 2 of which are American. 

Many of General O’Donnell’s aircraft in the Far East are receiv- 
ing combat control directions from allied radar control sites. 

The flyers of the Netherlands Air Force switch to English when 
they are in the air because they are flying in the same operations 
with our own European Air Force. 

In Italy, over 2,000 troops in our own Southern European Tactical 
Force have been replaced with Italian troops and both United States 
and Italian officers can be found in the current staff of SETAF. 

In Italy there will soon be jointly manned IRBM squadrons add- 
ing strength to the defenses of Europe. A similar capacity is also 
being developed in Turkey. 

In Spain there is a close relationship between the military assist- 
ance effort and Spanish assistance in providing the facilities we re- 

uire to maintain a continuous retaliatory capability of our SAC 
orces. 

In Brazil, military assistance is closely related to our capacities 
for tracking long-range missiles. 

These and many more examples demonstrate the impressive degree 
to which the military assistance program is a part of our own defense 
effort and our overall military planning. 

The second point I should like to make is that the military assist- 
ance program provides us the only feasible method that has yet been 
devised of attaining the objective so essential to our modern military 
planning. 

If this country should itself attempt to provide throughout the 
world the strength now represented by the countries to which we 
give military assistance, the burden on our resources, both of men 
and of money, would in my judgment be intolerable. 

If at the other extreme we had decided following World War II 
to pull our efforts back into a “Fortress America,” in my opinion 
the price we would have paid in terms of losses to Communist expan- 
sion would have been intolerable. 

We do not have to defend the military assistance program on the 
basis of altruism, moral obligation, or the exercise of responsible 
leadership in the non-Communist world; by the coldest calculation 
of self-interest, this $2 billion military assistance program is the most 
desirable way of arriving at a total U.S. strategy to counter the 
threats of communism. 

My last point concerns the return we receive on our investment. 

I know of no program which rewards us better. In terms of actual 
military strength, the results are impressive. In 1947 every nation 
had to go it alone for want of strong leadership which only the 
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United States could give and therefore the entire free world was no 
stronger than the weakest link. 

Today we and our allies are in a far better posture. The armies 
receiving military assistance have increased from 314 million to 5 
million men; allied navies have increased from 1,000 to 2,200 combat 
ships; allied air forces have increased from about 17,000 to over 
25,000 aircraft, about half of which are jet. All allied forces are 
better trained, better equipped, and better able to perform their as- 
signed missions in the drenbwerk of our total strategy. Their self- 
confidence is strong. Their determination to resist has become steadil 
firmer. They know that the United States stands with them and, 
accordingly, when the going gets tough—as it can be made tough by 
the Communists even in time of peace—they do not falter or fall back. 

Norway, Denmark, Greece, and Turkey have all demonstrated their 
inflexible courage when confronted with the grim realities of the Soviet 
threat. Korea has shown resolution in the face of continued hostility. 
The NATO alliance presented a firm and completely united front in 
rejecting Soviet proposals which threatened the freedom of West 
Berlin. The Chinese Nationalists responded promptly and effectively 
to the attempted aggression on the offshore islands. Other instances 
of determination in the face of Soviet pressure could be cited. 

One of the major reasons that it is possible to obtain so much return 
is the lower cost of maintaining allied forces. The countries making 
up these allied forces have per capita incomes, with appropriately 
related standards of living, that are usually lower than that of the 
United States and for many countries about one-tenth that of the 
United States. 

In the final analysis, however, there is no real statistical approach 
to measure an allied effort which is an integral part of our own de- 
fense. As long as our national policy makes it necessary to maintain 
the current defense posture of the United States, it will in my judg- 
ment be necessary to provide military assistance of about $2 billion a 
year to facilitate the integration of the allied effort with the U.S. 
program. 

Let me summarize these remarks: 

(1) Military security is an integral element of our own national 
strategy. If it is inadequate, the foundations of our military planning 
are threatened. it . 

(2) It is the most desirable means of providing one of the basic re- 
quirements of our national strategy. : 

(3) Our investment in this program, whether measured in dollars 
and cents or the priceless value of U.S. security, has brought us opti- 
mum dividends. 

Mr. Chairman, I earnestly hope that this committee will support 
the $2 billion military assistance program for fiscal 1961 as it is being 
presented to the Congress. 

Thank you. 

Chairman Morean. Thank you, Mr. Secretary. 19 

General Lemnitzer, will you proceed with General Twining’s state- 
ment ? 
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STATEMENT OF GEN. NATHAN F. TWINING, USAF, CHAIRMAN, 
JOINT CHIEFS OF STAFF (PRESENTED BY GEN. LYMAN L. LEM- 
NITZER, CHIEF OF STAFF, U.S. ARMY) 


General Lemnirzer. As you indicated, Mr. Chairman, I am pre- 
senting this statement on behalf of General Twining, who is ill. I 
would like to say, however, that I concur and support everything in 
this statement. 

Mr. Chairman and members of the committee, I welcome the oppor- 
tunity to appear before you to present my views regarding our military 
assistance program. 

Over the years I have offered to the Congress my own personal be- 
liefs regarding the importance of the military assistance program in 
the design and formulation of our overall strategic concept for the 
defense of the United States and the free world. 

With the passage of time, world events have strengthened my con- 
viction that the military assistance program is based upon sound 
national policies and upon very basic and fundamental American 
principles. 

In dette the United States—although a most powerful nation—can- 
not abandon now, or in the future, the principles and policies which 
have established collective security as the keystone of our international 
agreements with our allies. 

The military capabilities of the free world alliance have been de- 
veloped in a large part through our military assistance program. 
This program—like all national programs—is subjected to most care- 
ful scrutiny at all levels of our Government in order to ensure that 
a positive contribution is made to the attainment of our national 
objectives. 

There is no doubt whatsoever in my mind regarding the positive 
contribution made by our military assistance program in promoting 
the foreign policy, security, and general welfare of the United States. 
Without strong military capabilities in support of our worldwide 
collective security agreements, these agreements will become so many 
scraps of paper, and our position in the world—and that of our allies— 
will uced to insignificance. 

I am convinced that continued reductions in the military assist- 
ance program will hand to our adversaries a major victory of drastic 
import to the United States and to the free world. 

Mr. Chairman, I want to advise this committee that the Joint Chiefs 
of Staff support fully the military assistance program presented to 
the Congress this year. I believe, and the Joint Chiefs of Staff be- 
lieve, that the continuance of the pro at the level requested is 
essential to the security of the United States and the free world. 

Chairman Morcan. Thank you, General. 

Mr. Secretary, I want to congratulate you on your statement. I 
think your statement, although it was brief, is one of the best and most 
complete that has ever been presented to this committee. 

I think it presents a lot of information which will be useful in ex- 
plaining this program on the floor of the House. You firmly stand 
then, Mr. Secretary, behind the $2 billion figure for military assist- 
ance. 


Secretary Gates. Yes, sir; I do, Mr. Chairman. 
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Chairman Morean. General, is that the consensus of opinion of the 
Joint Chiefs of Staff? 

General Lemnrrzer. It is. 

Chairman Morcan. Mr. Secretary, many members of this com- 
mittee, of course, are worried about the future of NATO. Many of 
us recognize the strategic importance of Western Europe and are 
convinced that a strong NATO would contribute to our security. 

We wonder, however, whether NATO’s strength is determined by 
tanks, artillery, airplanes under the present conditions. 

Secretary Gates. Mr. Chairman, I think that NATO has been 
largely responsible for having kept the peace in the free world. The 
military posture of NATO is created largely under the leadership of 
General Norstad and approved by our Joint Chiefs of Staff. I think 
the committee members are familiar with the concept of the shield 
forces acting as a deterrent to war in Europe and carrying out the 
forward strategy of the United States. 

The composition of these forces is a matter of military judgment 
and, of course, one of the reasons for the expense is that they have 
to be modernized and are being modernized and are contemplated to 
be modernized further in this presentation for 1961. 

This gives us the correct application of more strings to the bow of 
the U.S. deterrent posture. 

Chairman Morean. Mr. Secretary, we are going to have Mr. Irwin 
before the committee tomorrow and I am sure many members of this 
committee are going to reserve some questions for him then. Mr. 
Irwin is going to appear in executive session and will refer to the 
NATO situation. 

I want to thank you, Mr. Secretary. 

Mrs. Bolton. 

Mrs. Botton. It is very good to have you here, all of you. I have 
very little to question about, but I did want to know whether the $2 
billion reflects the Draper Committee. Where does it differ? 

Secretary Gates. It essentially reflects the Draper Committee rec- 
ommendations. The Draper Committee recommended some addi- 
tional funds of $400 million last year but, because of the time phasing 
of the recommendation and its relationship to an appearance of Con- 
gress, this was not requested by the President. This has been reflected 
in the consideration of this program. Actually the Draper Commit- 
tee, if we took their recommendations literally, would recommend a 
slightly larger program than $2 billion. 

Mrs. Botton. Thank you. I am sorry to have been late, Mr. Chair- 
man. Just as I came in I understood you to say something about 
the transfer of our frontline from the Atlantic to the Pacific. Did I 
misunderstand ? 

Secretary Gates. I said in my statement, I think what you heard, 
Mrs. Bolton, was the effect of the forces under Admiral Felt in the 
Pacific would prevent the outbreak of war initially on the Pacific 
coast of the United States. It would keep it in the forward areas of 
the Pacific. 

Mrs. Borron. As long as we hold what we now have. 

Secretary Gates. Yes. 

Mrs. Bouton. Thank you very much, 
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Chairman Morean. Mr. Carnahan. 

Mr. Carnawan. Mr. Secretary, in your statement I note you say 
“As long as our national policy makes it necessary to maintain the 
current defense posture of the United States, it will in my judgment 
be necessary to provide military assistance of about $2 billion a year 
to facilitate the integration of the allied effort with the U.S. program.” 

Are you saying that the $2 billion is likely to be a figure that we will 
need for maybe several years to come ? 

Secretary Garters. Yes, sir. The Draper Committee and other people 
who have studied this total problem have looked at it on a long-range 
basis. We have two approaches to that: 

One is through the military planning of the Joint Chiefs of Staff. 

The other is through the planning which goes between us and the 
State Department on military assistance programing and how it re- 
lates to the Joint Chiefs of Staff. 

We are trying to look at each on a reasonably long-range basis. By 
that I mean 5 years. 

Our analysis of the problem as of today, under continuous and an- 
nual consideration, leads us to believe that this program should be at 
about that level for the 5 years ahead. 

Mr. CarnaHAn. Mr. Secretary, what percent of the cost do we bear 
of the NATO forces ? 

Secretary Gares. I don’t know that I can give you that without 
checking. I may have it here. We can give you that. 

Mr. Irwin, I know, is going to give you that. It is about $1 for $7 
overall. NATO country defense expenditures are in the ratio of 13.6 
to 1 of U.S. military assistance expenditures for NATO countries. 

Mr. Hays. Would the gentleman yield ? 

Mr. CaRNAHAN. Yes. 

Mr. Hays. Does your NATO expense have any relation to your 
formula for infrastructure in NATO? 

Secretary Garters. Yes. We are putting up about—if my memory 
is correct—37 percent of the cost of infrastructure. It has been de- 
creased from skied 45 percent to 37. 

Mr. Hays. And the agreed-upon formula is 24.6 percent. We have 
increased that ? 

Secretary Gates. Again, I will have to check the figures. I think 
my memory is right, that it is down to around 37 percent of the cost of 
the infrastructure program. 

Mr. Hays. It should be below that if the agreed-upon formula is 
agreeing, too. I think it is 24.6 or—it is 24 and a fraction, because 
that is the agreed-upon formula with the NATO Parliamentary Con- 
ference and we took it directly from the infrastructure agreement. 

Chairman Morean. Mr. Carnahan. 

Mr. Carnanan. One further question. It probably might be diffi- 
cult to arrive at a definite figure, but about what percentage of the costs 
of military forces among our allies outside of NATO do we furnish ? 
What I am driving at is, how much do we put in for how much we 
get? 

Secretary Gates. We, of course, have it by countries. We have it by 


types of training, modernization, and new equipment and we have it by 
percentages. 
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Mr. Carnanan. Could you give an average percentage of the cost 
of mins we put into the forces of the friendly countries throughout the 
world ? 

Secretary Gates. No, I can’t give that here, but we will give it to 
you. Wewillsupply it for the record. 

(The information is as follows:) 

For non-NATO grant-aid allies, indigenous defense expenditures are in the 
ratio of 3.1 to 1 of U.S. military assistance for them. 

Mr. Carnanan. That is all. 

Chairman Morean. Mr. Merrow. 

Mr. Merrow. Thank you, Mr. Chairman. 

Mr. Secretary, we are glad to have you with us. 

On page 5 of your statement I was very much interested to hear 
you say that the military assistance program is a part of our own 
defense, and in connection with that I would like to ask, do you con- 
sider that the money spent in this program, military assistance, is as 
important as money spent in the $41 billion of funds to be applied 
directly to the U.S. units, the figure which was used previously in 
your statement ? 

Secretary Gates. Yes, sir. I think it is equally important and 
equally vital. 

Mr. Merrow. Then, Mr. Secretary, on page 7 you stated that in 
your judgment it is necessary to provide $2 billion a year. Also 
in this statement that the general read for General Twining, in the 
last sentence the continuation of the program at the level requested, 
that is the $2 billion a year, and in response to a question asked by the 
chairman you both indicated that you would stand behind this figure. 

I have seen figures stood behind before that have been presented to 
the committee and then I have also seen the committee and the Con- 
gress proceed to cut the figures. 

You gentlemen are experts in the field and I wonder if you would 
care to comment on just how this will interfere or will impair or hurt 
the security of the United States and the free world if the Congress 
proceeds to follow petterns that have been followed in the past and 
just cuts the figures ! : 

Secretary Gates. I could start and I am sure General Lemnitzer 
could speak, also. We have been able in the past to run a program of 
deliveries of equipment purchased under this program at higher rates 
than we are now able to do because we have used up what is called 
the pipeline or the capital we had, which we had obligated, but in 
view of leadtime had not been able to purchase and deliver. 

There has been a general slowing up of modernization of forces, par- 
ticularly in view of the fact that the forces are changing very rapidly 
in these days of enormous transition. 

Unless we maintain a program of approximately this level over the 
years immediately ahead, and again I emphasize everything we do 

in the Department of Defense is under a monthly review basis in 
these changing days, we are going to have deterioration in the capabil- 
ity of these forces that we are ry nao Sat ae ‘ 

“These forces, of course, will lose some of their military effective- 


ness and will not meet the force goals and the equipment require- 
ments as certificated by the real experts, the military commanders, 
the unified commanders, the area commanders. 
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General Lemnitzer, I am sure, will want to augment that. 

General Lemnirzrer. The planning for the 1961 program has fol- 
lowed the general pattern of the past. It is based upon the recom- 
mendations of the unified commanders who have been working very 
closely with the nations concerned. 

If my memory serves me correctly, it takes about $1.3 billion to 
support the structures which they believe are the minimum required 
to meet the threat that exists in their particular areas. 

As the Secretary has pointed out, a certain amount of required 
modernization and replacement of wornout material is provided under 
this program. I would say that so long as the threat retains its pres- 
ent scope and magnitude that the Joint Chiefs of Staff, in looking at 
the overall problem, both of our own capabilities and the capabilities 
of our allies under the mutual security program, believe this figure 
makes military sense and, as a matter of fact, economic sense. We 
feel that if any smaller amounts are appropriated, as was the case 
last year, some very important programs will have to be reduced— 
reduced below what we believe to be the minimum level at which 
they should be maintained and it may be necessary to eliminate some 
programs in their entirety. 

Mr. Merrow. Would it be fair to conclude that in your judgment, 
if this figure on which you are standing is cut, that it will impair 
the security of the United States? 

General Lemnirzer. A categoric answer cannot be given to that 
question. These programs are the very minimum as we see them. 
These are the programs which the Joint Chiefs of Staff have gone 
into thoroughly. There will be a reduced level of defense resulting 
from any reductions in this program. We feel that and feel it very 
strongly. 

Mr. Merrow. Thank you, Mr. Chairman. 

Chairman Morean. Mr. Burleson. 

Mr. Burzteson. Thank you, Mr. Chairman. 

Mr. Secretary and General Lemnitzer, I have been asking a ques- 
tion at intervals for the last 10 years or so. I have asked it almost 
every year except when I was a little tired of the same response 
and passed it by. But since this is your first appearance, I will try 
it out on you. It relates to Nationalist China. 

Perhaps some are hesitant to question what we are doing on Formosa 
for the simple reason that oftentimes it is easy for somebody to say, 
“Well, you are sympathetic with the Communist Chinese if you do 
question it.” 

I hope it isn’t necessary that I have to say to anyone that I have 
no sympathy for Communist China. But we are putting a lot of 
money into Formosa, military expenditures of all sorts and kinds, 
I suppose, and I have often questioned the purpose of it. 

I take note of your statement on page 3 that, as Admiral Felt 
said, we must rely on allied forces in the Pacific to maintain our for- 
ward strategy and the rather dramatic statement that we should 
have our line of defense in the Pacific, particularly as it goes through 
Formosa, to keep enemy forces away from the west coast of the 
United States. 

When I have asked this question as to why we support Chiang Kai- 
shek’s forces on Formosa, I remember Admiral Radford said it was 

51905—60—pt. 16 
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“forces in being.” I didn’t know what it meant, but I thought coming 
from Admiral Radford it meant something. 

If I interpret the statements of Mr. Chiang Kai-shek properly, his 
whole idea is to reinvade the mainland of China. 

Having in mind our forces on Okinawa and in Japan, it has always 
seemed rather absurd and ridiculous to me that we spend as much 
money on Formosa in military matters as we do. 

Your statement at the top of page 2: 

It is time the public realized that for the past 15 years our military planners 
have rested their strategy on a policy deliberately adopted to fit the modern 
world in which we live. 

In your opinion, Mr. Secretary, do you feel that supporting the 
ground forces of the Chinese Nationalists with the tremendous costs 
involved fits the modern defense of the world in which we live? 

Secretary Gates. Yes, sir. The forces on Formosa represent free 
world forces available to help the U.S. forces if called upon in the 
general Asian area. The economy of Formosa is improving and has 
made some rather startling progress. Maybe Mr. Dillon touched on 
this, Mr. Chairman. I don’t know. 

They may be at the turning point where they can carry more of the 
share of this cost themselves, but this is the China that the United 
States recognizes. This is a courageous group of people who are 
strongly anti-Communist, and to me it is entirely appropriate to have 
strength there. 

Mr. Burteson. I can agree to that thoroughly, Mr. Secretary, that 
we, by supporting them, are showing that we are opposed to Commu- 
nist China. It is certainly so, but it isa pretty expensive way it seems 
to me to show it. 

What I am asking, do they really contribute to the defense of the 
United States? 

General Lemnirzer. Yes; and in a very important way. 

First, I would like to say that all the equipment in this program for 
the Republic of China is defensive in character and is intended for 
employment in defensive operations. I think it is apparent to anyone 
who looks at the map that it would be a most serious loss to the United 
States and to the free world if Formosa, that is Taiwan, were lost to 
Red China. 

From the strategic point of view Taiwan is in a most important 
position just off the Asian mainland. In order to defend it success- 
fully you must have the types of forces readily available that are re- 
quired to defend that island stronghold. Otherwise, a Communist 
attack may be invited and Taiwan lost to the Chinese Communists. 

I feel that this would be most: detrimental to our security interests 
in the Western Pacific, and for that reason I think that the program 
which has been recommended by the Joint Chiefs of Staff is the mini- 
mum level which makes military sense, as I have indicated previously. 

Mr. Burreson. General, I am sure we can all agree how important 
Taiwan is to the United States, and that we are not going to let 
Communist China invade Taiwan. But do you think that if there. 
was not a foot soldier on Formosa, our forces on Okinawa and in 


Japan would ever permit the Communists from the China mainland 
to invade Taiwan ? 
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General Lemnirzer. Considering the formidable Chinese Commu- 
nist ground forces and supporting forces that are located on the 
mainland opposite Taiwan, I am sure that Nationalist China needs 
strong forces right on Taiwan to defend it successfully. 

The best way to defend those islands is to have forces deployed on 
them. We could, of course, if it were decided to do so, give them 
support. The ground defense of those islands has to be conducted on 
the islands themselves. 

Mr. Burteson. Thank you, sir. I am sure my time is up. 

Chairman Morean. Mr. Fulton. 

Mr. Fuuron. I am glad to have you here. I would like to follow 
up that same question, as the same reasoning would apply in other 
sections of the world. You don’t need ground forces to hold a partic- 
ular territory on a balanced-force approach in a defensive posture. 
But you do really need the ground forces in Formosa and elsewhere, 
don’t you, General ? 

General Lemnirzer. I feel we do. I don’t see how you can defend 
any land area otherwise. 

Mr. Furron. If we were to use that kind of an argument for U.S. 
defense, we could almost come to the point of view that no ground 
forces are necessary anywhere as long as there were air and nav 
capabilities. As a matter of fact, we know that for defense in depth 
you have to have a balanced defense with ground force support. 

General Lemnirzer. That is right. 

Mr. Futron. We know that you both are doing an excellent job, 
and we are glad to have you in your position as Secretary of Defense 
as well as Army Chief of Staff. 

If anybody in this room can say that Formosa is necessary for 
the defense of the United States and that the United States cannot 
afford to have it in antagonistic hands, that is certainly Secretary of 
Defense Thomas Gates. He and I were navy lieutenants on a carrier 
in the Pacific in World War II. He knew what would happen if 
Formosa were occupied with adverse forces, and its tremendous effect 
on U.S. naval forces in the Pacific. I believe the Secretary of Defense 
has the same fine sense of duty that he had then as a serviceman. 
I am glad to see Secretary Gates have such a success. I would like to 
nominate him for Vice President. 

Secretary Gares. Another Pennsylvanian, Mr. Chairman. 

Mr. Fouuron. That is all. 

Chairman Morean. Mrs. Kelly. 

Mrs. Ketiy. Congratulations. I trust Mr. Fulton will not make 
the hearings political. 

May I say, Mr. Secretary, I welcome you before this committee, 
and I hope this new team will clarify something that I have been 
trying to find out for some time and that is the military policy in this 
MSA bill. 

Did I understand correctly that 1.3 of this 2 billion is earmarked 
for NATO and the European theater? How much of the $2 billion 
then is earmarked for the Peevopsan theater ? 

Secretary Gates. Approximately $700 million is earmarked for 
NATO country programs. 

Mrs. Ketiy. Does this represent materiel or does it represent an in- 
creased effort on our part to increase the productive capability of these 
nations ? 
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Secretary Gates. A large proportion of the fund represents equip- 
ment. 

Mrs. Ketiy. Materiel—equipment ? 

Secretary Gares. Yes. Modernization of equipment. 

Mrs. Ketty. In line with that thinking, our hope has been for in- 
creased attention to a unified system of logistics support, spare parts, 
supply, maintenance of equipment, and production capability of our 
NATO partners. 

I am reading this from my subcommittee recommendation report. 
If this amount of $2 billion is going to continue over the period of 5 
years, then may I assume that this amount for materiel is not going 
to decrease in the next few years? 

Secretary Gates. Yes; I think you can assume that. 

I think with the cost of new weapons and the desirability of havin 
modern weapons in these forces that the requirements for what we ca 
hardware, the end items of procurement, would remain approxi- 
mately level. That would represent a large proportion of the cost. 

Mrs. Ketry. Is there any part of this policy where we are going 
to request that they establish their own industrial production in the 
European theater ? 

Secretary Gates. Yes; this is being done to a large extent. 

Mrs. Ketiy. We are furnishing part of the dollars? 

Secretary Gatss. No. We are rp as a matter of policy and 
practice to cost-sharing arrangements and to production on the part 
of the Europeans unilaterally. There are several countries in this 

rogram that are getting no assistance whatsoever from the United 

tates because they are now in the business of producing their own. 

Mrs. Kexiiy. Are we reducing that cost-sharing this year over the 
past years? 

Secretary Gates. No; I would think we are increasing the cost 
sharing, getting away from grant aid and into more cost sharing. 
Then the amount of dollars going in there will be maintained at 
the same level, even in the cost sharing. 

Mrs. Keixy. Let me give an example: I think it is known as far as 
the production and contract—I read it in the paper—on the Side- 
winder and the Hawk and so forth—are we giving all of that money 
or is it cost sharing ? 

Secretary Gates. That is cost-sharing. Actually some of it is not 
even cost sharing. 


STATEMENT OF HON. JOHN N. IRWIN I, ASSISTANT SECRETARY 
OF DEFENSE FOR INTERNATIONAL SECURITY AFFAIRS 


Mr. Irwin. I may comment, and I can speak more at length to- 
morrow on this, Mrs, Kelly, the NATO country share of the 1961 
budget, as the Secretary has said, comes to around $700 million for 
materiel and training. If you add in infrastructure, control of our 
share of NATO headquarters—— 

Mrs. Kertxy. I don’t want to go into that. I understand the cost- 
sharing program. My amendment to the Mutual Security Act in- 
creased this process. 

Mr. Irwin. I understand. I want to be sure you understood. 

Mrs. Ketxy. I want to speak to the hardware issue alone. 
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Mr. Irwrn. With the production in Europe, there is now a con- 
sortium in Europe that is producing the Hawk and the Sidewinder. 
There have been other joint efforts with the United States that will 
set up production in Europe. Qn these the United States has borne 
a share of it. The Europeans have borne the largest part and in some 
cases our share in effect is repaid to us by hardware that we give 
under the military assistance program to countries that could not 
afford it themselves. 

Mrs. Kexiiy. Last year I questioned was there any nation that ex- 
pressed its willingness to establish an industry such as that alone, 
and I received the answer “No.” This year on my trip to Europe I 
found out that nations had offered to undertake the establishment of 
production of the common weapons. That is why I am questioning 
you at this point. I would like to know if any other nation in Europe 
offered to establish an industry over there on its own, no dollars from 
us, for its own production of the mutual weapons. I would like that 
answer tomorrow. 

Mr. Irwin. I do not know the answer today. Could you give a 
lead as to the particular project you are speaking of, Mrs. Kelly? I 
will supply that information later. 

Mrs. Kertiy. The very ones you just mentioned, the Sidewinder 
and the Hawk and others. 

Mr. Irwty. Rather than have a consortium 

Secretary Gates. Wasa single nation involved ? 

Mrs. Ketiy. A single nation offered to do it last year and it was 
turned down because the United States is going to furnish the ma- 
terial directly under this act. 

I want to know what nations are able and capable at this point of 
establishing their own production capabilities. 

Mr. Irwtn. I will be happy to speak to that tomorrow in executive 
session. (Seep. 118.) 

Chairman Morean. Mr. Jackson. 

Mr. Jackson. Mr. Secretary, and General, I congratulate you on 
your very compelling statements. As a matter of practical reality 
and in view of the authorization in the Mutual Security Act for ap- 
propriation of such sums as may be required in 1961 and 1962 for 
military assistance, what can this committee do now with respect to 
the appropriation ? 

The authorization is already made for 1961. 

Secretary Gares. We support this program in the Congress as 
being a valid and correct requirement for military security. 

Mr. Jackson. In the overall assessment of the Department of De- 
fense of the worldwide situation and taking into consideration, as I 
am sure you do on a day-to-day basis, the posture of the Soviet Union, 
intelligence reports on the Soviet Union, and so forth, what is the feel- 
ing of the Department of Defense with respect to the threat of possible 
military operations directed against the West now? 

In your opinion is the threat greater than it was last year? Is it 
the same as it was last year or is the threat less than it was last year? 

Secretary Gates. We believe the threat is a continuing one, and 
ratios between years are difficult to talk about without going into con- 
siderable detail of highly classified material. 
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We believe the threat will continue. We know of no reason to be- 
lieve the Soviet Union will make any substantive concessions. We be- 
lieve the present conferences which seem to be milder than heretofore 
are a tactic in an unchanged long-range objective. We must be con- 
tinually vigilant and continuously on the alert. 

We also beleive we must continuously review our programs such as 
this program, to make sure it is properly balanced within the require- 
ments of this threat. 

This threat is on all fronts and in all fields. We are by no means 
complacent about: it. 

Mr. Jackson. Then is it fair to say that from the standpoint of this 
program your assessment of the situation is such that you consider 
that the amounts that have been requested are necessary to meet the 
threat in whatever proportion it may presently exist ? 

Secretary Gates. Yes, that is correct. 

Mr. Jackson. Thank you, Mr. Secretary. 

Chairman Morcan. Mr. Hays. 

Mr. Hays. Mr. Secretary, I hesitate to ask you if you have read any- 
thing lately because if you:have been doing what I think you have been 
doing, you have been busy reading pamphlets put out by the boys from 
the wild blue yonder. 

Have you read the article in Look magazine about the forces in 
Korea ? 

Secretary Gates. No. 

Mr. Hays. General, have you read it? 

General Lemnrrzer. Yes, I disagree with it 100 percent. I think it 
puts the emphasis on entirely the wrong subjects. I think it is merely 
a compilation of a few pessimistic and sensational statements and 1s 
not at all representative of the position or the strength of the United 
Nations Command in Korea. 

I had that command. I knew what its strength was and I knew what 
its weaknesses were when I was in command from 1955 to 1957. But, 
as a result of the continued violations of the armistice agreement by 
the Communists, we, on June 21, 1957, suspended the provisions of 
the Military Armistice Agreement and have modernized our U.S. 
Forces in Korea by the introduction of some modern and very powerful 
weapons, 

The magazine article that you refer to gives the impression that there 
is no strength in Korea and that our people there are in bad shape. It 
is exactly 180° off the course in my opinion. 

Mr. Hays. I am glad to hear you say that. 

Do we have Korean conscripts filling out our divisions in Korea ? 

General Lemnirzer. We have in Korea what is known as 
KATUSAS—Korean augmentation to the U.S. Army. Throughout 
the Korean war we had KATUSAS. I commanded the U.S. 7th In- 
fantry Division during the Korean war. The KATUSAS were an im- 
portant part of my division. As I indicated before several other com- 
mittees of the Congress, I would much prefer to have our two divisions 
in Korea manned 100 percent by Americans. But we are stretching 
our available personnel resources to the limit and we simply do not 
have the men to do so. 

I would say this, however, even if today we had our two divisions in 
Korea manned 100 percent with Americans, we would still have an im- 
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portant need for KATUSAS. The KATUSAS know their country. 
They are defending their own country. They are familiar with the 
language which is difficult for Americans to handle. But more im- 
portant than those aspects, we have trained and are continuing to train 
the fine Republic of Korea Army. Those KATUSAS that serve with 
American units and handle American equipment are very important 
assets that move on into the Korean Army and thereby add the ad- 
vantage of their training which they receive with American units 
to the Republic of Korea Army units with which they serve. 

Mr. Hays. I realize that your task is difficult. I have heard lots of 
testimony. I might say I am glad to see you here. It is refreshing to 
see an Army man for a change, but I have heard these arguments 
before. 

I heard someone sitting right in your position 3 or 4 years ago tell- 
ing us what a great asset the Iraqi Army was. The Secretary of 
State testified that Iraq was the strongest link in our chain of defense 
in the Near East. You all know what happened to Iraq. 

I am not so sure that all of this—I hesitate to use the word “propa- 
ganda” but in its kindest sense that is what it is; it is an argument for 
something, that is what propaganda in its best sense is—all these 
arguments for these foreign troops are as sound as they might be. If 
the chips are down—here is the question I want to ask and maybe 
you won’t have time to answer it, but I would like to ask it out for 
somebody to answer. In my opinion you can put all the weapons you 
want to in the hands of these underdeveloped nations, but if you don’t 
meet the challenge where Khrushchev says the challenge is and where 
I believe the challenge is, to raise these people’s standards of living, 
in the ultimate those weapons, if they are ever used at all, are going 
to be used as the Iraqi weapons and as the weapons in Cuba are— 
against us. 

Do you think you can justify an-increase in the military at the ex- 
pense of cutting the economic side of this program ? 

General Lemnirzer. I would like to answer the several aspects 
of that question. 

I commanded the United States, United Nations, and Republic of 
Korea Armed Forces in Korea. I know firsthand what they did dur- 
ing the war in Korea. General Palmer, sitting alongside me, was my 
corps commander. The Republic of Korea Army was forged in the 
crucible of combat. They proved themselves in combat. Regardless 
of what you may believe about other armies around the world, there 
is no doubt in my mind that these people who have successfully par- 
ticipated in defending their own country against the Communist ag- 
gression, who have fought and fought well—I am convinced they will 
do so again. 

I think it would be a serious mistake on the part of this committee 
or any other American to have any doubt whatsoever regarding the 
willingness of the Republic of Korea Armed Forces—Army, Navy, 
and Air Force—which have been built up with the assistance of and in 
close association with the U.S. Armed Forces, to stand and fight 
against Communist aggression. 

If there is anything certain in my opinion, it is that. 
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Mr. Hays. One final question. Would you say Chiang Kai-shek’s 
army was forged in the crucible of combat? Do you think they will 
stand and fight? 

General Lemnirzer. I think the conditions under which the Chinese 
Nationalist Armed Forces have been organized and trained on Taiwan 
are different from those under which the Korean Army was organized. 
However, I feel certain that they will. 

I believe I know a considerable amount about them too, since I 
have visited them on several occasions. 

Chairman Morean. Mrs. Church. 

Mrs. Cuurcn. Going back to Korea, do we have sufficient funds 
for our own forces? 

General Lemnirzer. The training aspect is an important part of 
it, but we, as I pointed out, we have stretched our personnel resources 
to the limit. e have important missions to accomplish throughout 
the entire world. We believe that by the means we have adopted in 
Korea we are maintaining strong American divisions with Korean 
assistance. It is the result of stretching the personnel resources that 
we are authorized at the present time. 

Mrs. Cuurcu. General, would you agree with me—— 

General Lemnirzer. We are improving this position. There is a 
large number of Americans in the two divisions we have in Korea. 
They are going to be increased because we are making adjustments 
throughout the entire world which will permit assigning more Ameri- 
can soldiers to the United States divisions in Korea. 

Mrs. Cuurctt. Would you agree with me that we can keep peace 
best if we speak from a position of strength ? 

General Lemnrrzer. I certainly do. I think it is one of the most 
important ways to keep the peace. 

Mrs. Cuurcn. I thoroughly agree with you. 

T wanted to ask three questions, if I may. 

How much weight does objection by the Defense Department carry, 
when you disagree with a political position taken by the State De- 
partment ? 

Secretary Gates. A great deal. We have a very intensive and warm 
relationship today, daily relationship on this matter. If the issue 
really became important, then Mr. Irwin and I would meet with Mr. 
Dillon and Mr. Herter and we would resolve it and convince each 
other and, if necessary, we would go to the President. 

We haven’t had that kind of problem. We have had agreement on 
the composition of this program between Defense and State since I 
have been in the Defense Department, starting last summer. At least 
I can speak from personal experience on that. 

Mrs. Cuurcu. Mr. Secretary, I was not speaking exclusively on 
this program. I was speaking on our world situation. I think that 
there is a growing feeling on the part of some, maybe a minority, that 
we cannot afford to see one bit of our strength chipped away, either 
morally or militarily. 

I just wonder whether or not any political decisions have been 
made to which you might, from the defense point of view, take 
exception ? 

Are you satisfied, for instance, with the military situation that 
might develop from the terms of the recent treaty with Japan ? 
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Secretary Gares. Yes; I think we are satisfied. I do not think 
we are chipping them away, Mrs. Church. I feel a very large share 
of my personal responsibility can only be discharged by regular and 
frequent personal contact with the Department of Defense. 

I think in this kind of world the State Department and the Defense 
Department are absolutely inseparable. 

Mrs. Cuurcn. I would certainly hope that no political action would 
be taken which would in any sense weaken our defense stature. 

As you know, a certain study mission of this committee, of which 
I was a member, went around the world this fall. Some of us came 
back fearful that the American public is not sufficiently conscious 
of the fact that we have no peace in Korea; that what we are work- 
ing under is an uneasy truce; and there are problems there affecting 
our own safety, upon which I think action should be taken without 
too much delay. 

I am sure that you are more aware of that situation than I am, Mr. 
Secretary. 

I would like to ask, Mr. Chairman, one specific question: What 
percentage of the $2 billion for military assistance which is requested 
today goes to countries which are not involved or not committed to 
“collective security” ? 

Secretary Gates. There is a percentage which I would prefer to 
have Mr. Irwin testify to in closed session. 

Mrs. Cuurcnu. I will be glad to reask the question. Thank you. 

Chairman Morgan. Mr. Selden. 

Mr. Sevtpen. Thank you, Mr. Chairman. 

Mr. Secretary, you referred earlier to the Draper report and its 
recommendations. One of the recommendations in which I was par- 
ticularly interested was the request that military assistance for fiscal 
year 1961 be included in the Defense Department’s budget and sub- 
mitted to Congress under a separate title in the regular Defense De- 
partment appropriation bill. Was that recommendation imple- 
mented ? 

Secretary Gates. This year we are appearing before the proper 
committees on the request for appropriations for this military assist- 
ance program. 

Mr. Sevpen. Is the military assistance program included in the de- 
fense budget ? 
pare? Gates. It is in a separate category but it is our responsi- 

ility ; yes. 
r. SevpDeN. Is that in line with the Draper Committee’s recom- 
mendation ? 

Secretary Gares. Yes; it is in line. 

Mr. Sevpen. There is one particular section in the recommended 
bill that the Defense Department has submitted to which I would like 
to refer. You recommend the deletion of the last section of 105(b) 
(4). This section restricts military aid to the American Republics 
in 1960 to the aggregate amount reserved to that purpose in 1959. 
Has the inclusion of that language created any special problems for 
the Defense Department? 

Mr. Irwin. It has not this year. The recommendation, I think, 
came from Mr. Dillon to delete it. It was a recommendation, be- 
cause the wording of the language referred to 1960 and would not be 
applicable in 1961. 
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Mr. Seipen. Would there be any reason why we should not update 
that language and substitute 1961 for 1960 instead of repealing the 
language ? 

Mr. Irwin. If I may, I would like to speak to that tomorrow. 

Mr. Seinen. You will testify tomorrow ? 

Mr. Irwin. Yes, sir. 

Mr. Sevpen. Thank you, Mr. Chairman. 

Chairman Morean. Mr. Curtis. 

Mr. Curtis. Mr. Secretary, one criticism that we frequently hear as 
to our defense policy is that there i is insufficient attention given to con- 
ventional forces to fight brush-fire wars. Isn’t it a fact that this pro- 
gram, mutual security, emphasizes conventional forces, and wouldn't 
you therefore say that those who urge the need for conventional forces 
should be doubly willing to support ‘this part of our defense effort and 
mutual security ? 

Secretary Gates. Yes, sir; I would agree with that. 

Mr. Curtis. That is all. 

Chairman Morean. Mr. O’Hara. 

Mr. O’Hara. Mr. Secretary, on page 3 you state that our Joint 
Chiefs of Staff have recently said with complete unanimity that they 
would not want $1 added to the defense budget in 1961 if that dollar 
had to come out of our recommended military assistance program. Is 
there anything hidden in that comment ? 

Secretary Gates. Not a thing, sir. It only tends to illustrate the 
great importance that the Joint Chiefs of Staff put on this program. 

General Lemnirzer. I can add to that statement because I partici- 
pated in the discussions in which we looked at this problem in its en- 
tirety. The statement made by the Secretary does represent the view 
of the Joint Chiefs of Staff. 

Mr. O’Hara. What arrested my attention were the words “with 
complete unanimity.” On all matters the Chiefs of Staff have not been 
in complete unanimity from what I read in the newspapers. 

Secretary Gates. It is sometimes well known that they have split 
decisions. Inthiscase they donot. Thisis a unanimous decision. 

Mr. O’Hara. I am not quarreling with them on that score. I would 
not like to see any group of men in complete unanimity on all matters. 

Secretary Gates. I agree. 

Mr. O’Hara. If I read the new spapers correctly, there have been 
some distinguished Army men as well as some distinguished civilians 
who thought that the appropriations for the military defense budget 
should be increased. That has been true, hasn’t it ? 

Secretary Gates. Yes, sir. This has been historically and tradi- 
tionally true and is perfectly understandable by a dedicated people 
who have a job todo. From where they sit, they want to do the best 
they can. This has been true in the 7 years that 1 have been in the 
Pentagon. It is understandable and respected. 

Mr. O’Hara. Then the meaning I am reading into this comment is 
accurate? It takes into consideration the controversy over the defense 
budget. But the staff unanimously says, “Now, whatever you do, don’t 
take : anything from this military assistance. 

Secretary Gares. That is right. If the Congress wishes to change 
the defense budget, then let’s not have it done at the expense of this 
program. 
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Mr. O’Hara. That is, you think this program is all important, so 
vitally necessary that you wouldn’t take one nickel out of it even 
though there was a need in the opinion of some to increase the defense 
budget ? 

General Lemnirzer. The Joint Chiefs of Staff, in looking over the 
global situation, both our own and those of our allies, have been 
thoroughly involved in the preparation of both these programs, the 
programs for our own forces and the programs to assist our allies. 
The reason they make this statement is that they believe that these 
two programs are in balance. 

Mr. O’Hara. One other question: Has the program been altered in 
any way to meet the changing conditions of the missile age? 

General Lemnirzer. Indeed, it has. There have been many changes 
in the character of the program since it was first established. I hap- 
pened to have been involved in the submission of the first military 
assistance programs to this committee. Over the years, modernized 
equipment of all kinds has been included in it. There is also a mutual 
weapons development program in which the participating nations pool 
their research and development knowledge in order that they too may 
have the advantage of what each has accomplished in its research and 
development programs. 

We feel that this makes military sense. Each nation does not have 
to spend its limited funds in doing things that another participating 
nation has already accomplished. They can promptly go into produc- 
tion on more modern types of weapons without spending the time and 
effort that would otherwise be required. 

In brief, the answer to your question is that the program has been 
kept modern and the program for 1961 continues that trend. 

Mr. O'Hara. Thank you, sir. 

Chairman Morean. Mr. Fountain. 

Mr. Fountain. Thank you, Mr. Chairman. 

Just one question, Mr. Secretary: What is the total of the unobli- 
gated balances of prior year appropriations ? 

Secretary Gates. As of the end of the fiscal year the unobligated 
balance is expected to be $35 million. However, the unexpended 
balance is expected to be $2.1 billion. 

Mr. Fountrarn. That isall. Thank you, Mr. Chairman. 

Chairman Morean. Mr. Farbstein. 

Mr. Farestern. Mr. Secretary, is there any country in Western 
Europe today, in your opinion, that economically is not as well off as 
we are? 

Secretary Gates. Yes. This gets into a complicated analysis of 
how you figure comparisons. We have made this analysis country by 
country, with the help of the State Department, which has this re- 
sponsibility, and with the help of ourselves and the Department of 
the Treasury. There are countries in Western Europe that are not as 
well off as we are. 

Mr. Farsstern. From what I read in the newspapers, our gold posi- 
tion isn’t altogether as goed as we would like to have it, compared to 
most of the countries in Western Europe. 

What I have particularly in mind in these preliminary questions is 
the $700 million in this program for the European theater. Last year 
T learned that we were giving atomic reactors to Germany. No ques- 
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tion but what Germany was well able to build these and pay for them 
themselves, or if they couldn’t build them, they could pay for them. 
I don’t know whether the two reactors that were going to Germany 
were delivered to Germany. Can somebody enlighten me? 

Secretary Gates. I am not familiar with any reactors to Germany. 
We are not giving any military assistance to Germany under this 
program. 

Mr. Farssretn. Is there military assistance being given to other 
countries of the European theater ¢ 

Secretary Gares. I think I can say there are approximately five 
countries this year that drop out of any grant materiel assistance in 
Europe, except for fulfilling prior year commitments. There are 
others where an increase in cost sharing has been our policy. When 
we get into comparisons between countries, we ought to keep it to 
closed session. 

Mr. Farssrern. That is all right with me. You said about five 
countries are dropping out from military assistance. Despite that, 
is it still necessary that the same sum be required for the European 
theater ? 

Secretary Gares. Yes, sir; because we have been falling behind on 
our MC-70 goals as approved by General Norstad and our Joint Chiefs 
of Staff and on our modernization of these forces. 

When you analyze the total requirements for military purposes as 
reviewed here by all the experts, we feel that the requirements are 
valid and can be defended. 

Mr. Farsstern. But what I don’t understand, Mr. Secretary, is that 
you talk of modernizing weaponry—modernizing weapons, rather. 
Are we the only ones that pay for more modern weapons? Aren’t the 
other countries of the European theater paying for modernizing 
weapons ? 

Secretary Gates. Yes. 

Mr. Farssrern. If that is so and five countries have dropped out 
and more are taking over a greater portion of the cost, why should 
the cost to us be the same as what it was in previous years ? 

Secretary Garters. Because we have total overall goals that are 
headed toward an achievement in 1963 and we are—jointly between 
our effort and their effort—behind in these goals. These are the forces 
that we rely on to fight immediately. This is the equipment that must 
be in being the moment any problem arises, On the basis of the studies 
made, as I said, by the unified commander and the experts, we are be- 
hind in this modernization program. 

This being such a vital area, where fighting will be immediate, you 
have to fight with forces in being at the time of trouble. 

Mr. Farsstern. There is no question in my mind, of course—— 

Secretary Gates. Mr. Irwin—— 

Mr. Farsstern. Whoever sets up this budget is doing the best they 
can, but what I dislike about it, if it is a fact, is that we be made a 
patsy. That is the point. 

With that in mind, I would appreciate very much if there was a 
breakdown presented for private sessions showing to what degree 
there is an increase in the cost to this country for modernization as 
compared to the various countries that were aided by this country 
with military assistance who today are able to pay for their own 
modernization. I would like to know whether or not proportionately 
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the other countries of the European theater are carrying their share of 
the burden. 

Mr. Irwin. Mr. Farbstein, we will be happy to go into more detail 
in executive session. I will try to cover some tomorrow and then the 
regional directors will be able to answer in even more detail perhaps 
than I would be able to. 

I would say, generally speaking, sir, that the fact we are asking more 
money this year in the program does not mean that we are giving 
more materiel and deliveries to the European countries. 

As Secretary Gates brought out earlier, we have been drawing over 
the past years on undelivered program. The undelivered program of 
1954 totaled some $8 billion. So that the appropriation by Congress 
was really a judgment as to how much that pipeline, as the colloquial 
phrase goes, should be drawn down. Our deliveries have been main- 
tained in the last few years at a level above $2 billion, even though 
the authorization and appropriation has been less. 

The basic policy in which we are guided in administering military 
assistance is really the policy of the President, the Secretary of State, 
and Secretary of Defense, as those countries can, out of their own re- 
sources, meet their needs that we press to have them do so. 

Mr. Farestertn. In other words, if I understand you correctly, it 
may well be that none of this $700 million is going to be used for 
modernization. It may well be that this entire $700 million may go 
into the pipeline; is that correct ? 

I don’t say it will; I say it may. 

Mr. Irwin. It will go into the pipeline in a sense. In any one year’s 
program some 30 percent is spent in the year that it is authorized. A 
larger portion of it would be spent in actual deliveries in the following 
year and a smaller portion in later years. 

Mr. Farssrern. I understand. Are you in a position at this time 
to say what portion of the $700 million will go into the pipeline for 
future years as against moneys that are ‘ aetiaiie required for that 
hardware? 

Mr. Irwtiy. It depends entirely, sir, on the leadtime of the mate- 
riel. If it is airplanes, it might be one time; if it is missiles, it might 
be another; if it were rifles, it might be still a third. 

Mr. Farssre1n. It wouldn’t be a bad idea if you got that informa- 
tion for us also, Thank you very much. 

Chairman Morean. Judge Saund. 

Mr. Saunp. Mr. Secretary, you have talked about the security of 
the United States and the free world. Would you care to define the 
free world to me, please ? 

What do you mean by the free world ? 

Secretary Gates. I guess the definition of the free world would be 
the United States and the nations with whom it has collective security 
arrangements, plus a — many uncommitted nations who have no 
arrangements aperiten ly with either side. 

Mr. Saunp. It doesn’t have anything to do with the kind of gov- 
ernment that those countries have? 

Secretary Gates. No. There are certain countries that have gov- 
ernments that I feel we prefer they not have, but sometimes these 
are very new countries just starting out, and the only stability that 
they could get is say from a form of military junta or dictatorshi 
of some character. This hopefully over the years will be aeurae 
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But we recognize that in the growing pains of new countries this 
is a fact of life. 

Mr. Saunp. General, does morale play much part in the effective- 
ness of our Armed Forces? Does the morale of the Armed Forces 
play much part in their effectiveness ? 

General Lemnirzer. Are you referring to some of the countries 
which you were mentioning 

Mr. Saunp. Overall, the United States and our allies. 

General Lemnrirzer. I regard the morale as vital. The morale 
of a country is reflected in the morale of its armed forces. I think 
the two are inseparable; you can’t have high morale in the armed 
forces if the morale in the country is low and vice versa. I think 
the two are inseparable and are vital to one another. 

Mr. Saunp. Now, General, we have two islands in the Pacific, the 
Philippine Islands and the island of Formosa. 

They have approximately the same population. The threat to 
both of those islands is from the mainland of China. Why is there 
such a big difference in the military support which we give to those 
two countries, the military support of the Philippine Islands and 
the small fraction of what we give to Taiwan? 

General Lemnirzer. Well, the breakdown of the program into its 
component parts depends upon the role that each country is expected 
to play in the defense of the free world. 

The composition of the forces of the two countries is not exactly 
the same. The force goals, as we speak of them, are very much 
related to the: strategic position that the countries occupy in the 
world and their proximity to the threat. That is the basis for the 
varying amounts which are involved in the program. The capabili- 
ties of the countries are also a major fact in the breakdown of the 
program into its component parts. 

Mr. Saunp. I do know that our military support to the Philippine 
Islands is a very small fraction of what we give to Taiwan. 

Isn’t it a fact that we have to give so much more military aid to 
Taiwan because really the morale of the people of Taiwan does not 
compare with that of the Philippine people? 

General Lemnirzer. I think the answer to that question, sir, is the 
fact that the announced objective of Communist China and all of its 
recent actions have been in support of the objective of capturing 
Taiwan. 

Taiwan is relatively close to the Asian mainland and we regard 
the threat to Taiwan as being considerably greater. 

Mr. Saunp. I asked the question of General Twining last year; 
the question was: What keeps the Chinese from taking Formosa or 
the Philippine Islands? The answer was the Armed Forces of the 
United States in the Pacific. 

Did you hear what I said? 

Secretary Gates. Certainly the Armed Forces of the United States 
in the Pacific are the biggest deterrent to the occupation of either 
the Philippines or Formosa. There is no question about that. 

Mr. Saunv. I am fearful, Mr. Secretary, that we are spending such 
a large portion of the small amount which we can really afford from 
our budget for military assistance to countries where the real need 
is to build the morale of those people on the side of the free world. 
Do we have the loyalty of those people or not? 
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I agree with what Mr. Hays said. I think there should be some 
consideration paid to the most important thing, that is, that we have 
the loyalty of those people. Are we winning the loyalty of those 
— every day ? 

If we are not, we might be facing the same situation that we were 
up against in Iraq. 

Secretary Gares. I couldn’t agree more. I think we must have 
their loyalty and we must have a very careful balance between the 
economic stability and the integrity that they maintain as well as 
their military strength. This is the purpose of having the general 
direction of the policy of this program under the Department of 
State—to meld those two concepts together. 

Mr. Saunp. In other words, you agree with me that it is extremely 
important that we win the loyalty of the people of what we call the 
free world? 

Secretary Gates. Yes. 

Mr. Saunp. It is much more important than just the hardware. 

Secretary Gates. I certainly do agree. 

Mr. Saunp. Thank you. . 

Chairman Morean. Mr. Beckworth. 

Mr. Beckwortn. Mr. Secretary, pursuing the same type of thinking 
that has just been advanced by my colleague, Judge Saund, would 
you say that the economic dollar that we have in this mutual security 
program is less important, more important, or equally as important 
as the defense dollar that we hear talk about, bearing in mind that 
you made the statement earlier that you work very closely with the 
State Department ? 

Secretary Gates. I hope that the result of our labor has produced 
a proper balance between the two, absolutely vital to the hypothesis 
that we must operate under. I am not trying to duck your question. 
We try to balance these purposes out. 

We are talking from our point of view of the requirements that are 
military. We buy these requirements. We plan them and deliver 
them. 

Mr. Becxworrn. I am only asking your opinion as to the economic 
dollar being less important, equally as important, or more important 
than the defense dollar. 

I asked that same question of Secretary Herter the other day. I 
said, finally, when I couldn’t get quite as direct an answer as I 
wished—I said, “Would you say that the economic dollar is less im- 
portant than the defense dollar?” 

I will ask you that question. 

Secretary Gates. I don’t think I could answer it without quite a 
discourse and then it would be a personal opinion. 

The economic dollar is a difficult thing to define. Some of this so- 
called economic dollar is directly related to our defense support. 
Other economic dollars are related from a whole variety of endeavors 
of education, medical, and so forth. So I don’t know—I don’t think 
anyone could categorically answer the question. 

I think they are both vitally important and should be properly 
divided. 

Mr. Becxworrn. One reason I am emphasizing this, and I hope, 
Mr. Secretary, you and your group will devote a little time to giving 
us some information right along the line I am asking, is that we 
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Members of Congress get letters every once in a while that say, “Be 
sure to support plenty of defense money but go easy on that economic 
foreign aid.” 

I believe that if it is less important, the country should be told. 
If it is equally as important, the country should be told that. If it 
is more important, the country should be told that. 

Secretary Gares. I believe it is equally important and I don’t sub- 
scribe to the people who write those kind of letters. 

Mr. BeckwortH. You have satisfactorily answered my question. 
Thank you. 

Chairman Morean. Mr. McDowell. 

Mr. McDoweuz. Thank you, Mr. Chairman. 

I would direct my question to General Lemnitzer, inasmuch as I 
think his very vivid experience as a commander in the Korean 
theater qualifies him to answer the type of question I wish to put to 
him. 

Thinking in terms of 1957, when you left this command, sir, would 
you consider, in view of the withatawal which seems to be going 
to continue of our ground forces in Japan, that we are in any way so 
weakening our support potentially in the event of the sudden out- 
break of hostilities on the Korean front, which we all know could 
happen at any moment that the Communists decided to do so—that 
we are so weakening our position there that we are deliberately in- 
viting such an attack? 

General Lemntrzer. The withdrawal of our ground forces from 
Japan was based partly on the fact that the Japanese had built up 
their ground self-defense forces to the level that we regarded could 
provide for the security of their own country. 

While we have drawn down our Army forces in Japan, we have not 
taken them all out and we have very important elements there. We 
still have important depots in Japan, that supported the United Na- 
tions forces in Korea so effectively during the war. Those bases are 
still there although smaller in size, and our forces in Korea would 
rely to a large extent on their support. Our plans have been reshaped 
somewhat, so that if hostilities should break out again in Korea, we 
would have to utilize other forces positioned in other areas of the 
Pacific, such as those on Hawaii; or we might move other U.S. Army 
Forces such as the Strategic Army Corps, which are located here in the 
United States, and which maintain a high degree of readiness to move 
promptly in any direction when an emergency occurs. 

Mr. McDowe tt. As we found out before, it would entail some con- 
siderable time in the movement of those forces. Perhaps, as we found 
out before, we didn’t have that time. That answers my question. 

Thank you, Mr. Secretary. 

General Lemnrrzer. It does take time, considerable time, to move 
forces, particularly large forces, over long distances. You are abso- 
lutely right on that. I would like to point out, however, that the 
strongest element of the United Nations Command presently in Korea 
is currently the Republic of Korea Army. As I pointed out, we have 
two American divisions there and we also have a Turkish brigade, a 
company from Thailand and other U.N. Forces. There are 18 Repub- 
lic of Korea divisions. The situation along the 155-mile front is far 
different than that which existed in 1950 along the 38th parallel when 
there wasn’t that strength there. 
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Mr. McDowett. I quite agree with you. I was there to see the very 
fine morale and alertness of our own troops and the Korean troops. 
I have the highest respect and regard for these forces and I agree 
with your evaluation of their determination to fight there, if necessary. 

But, I am also aware of the fact I believe that there has been a con- 
siderable buildup of the North Korean forces at the same time. That 
has continued. It is a constant threat. 

I also believe, if I am not mistaken, under the recent Japanese treaty 
the Japanese will decide whether or not they will support with troops 
any conflict that might break out in Korea. So we have no real as- 
surance that the buildup of Japanese forces in Japan will even be 
available under such a circumstance. 

General Lemnrrzer. I was merely pointing out that the U.S. Army 
Forces and the other forces that were in Japan did have the mission 
also of defending the Japanese islands during the period that the Jap- 
anese had no forces of their own. 

Mr. McDowett. Thank you. 

I would like to direct one question to the Secretary, if I might, Mr. 
Chairman. 

Mr. Secretary, in view of the fact that approximately one-half of 
the total that has been requested by the President is allocated for mili- 
tary assistance with another $700 million, I believe, for defense sup- 
port, in your opinion would it not be better from the standpoint of 
trying to maintain what is so difficult today, our economic aid program 
under the mutual security program, if all military assistance and de- 
fense support were included in our own defense budget? 

Thinking in terms of the difficulty of maintaining the two programs 
together in the minds of not only the Members of Congress, but in the 
minds of the American people today, who unfortunately are gaining 
a Seereshinn respect for the necessity of the entire program- 

Secretary Gates. I feel that is pretty well organized the way it is 
now, particularly as it was very carefully scrutinized by the Draper 
Committee so recently. 

I don’t think we have the competence in the Department of De- 
fense to deal with the defense support activities that are related to 
creating counterpart funds and so forth. This is a competence that 
is much better found in the Department of State. 

It seems to me with this recent review, it’s probably better to 
divide it the way we now do. 

As you know, this is the first year we are supporting a military 
assistance program in the Defense budget. It seems to me to be a 
sensible arrangement. Time may tell. There may be a recommenda- 
tion that might prove to be correct, sometime—— 

Mr. McDowruu. Other than the defense support. Take straight 
military assistance. I don’t believe the Defense Department is in- 
fluenced by the State Department. I am suggesting that the final 
ae resolves itself upon the Defense Department. 

Secretary Gares. That is not right. 

Mr. Irwin. The State Department, of course, has the responsibility 
of setting the value of the military assistance program for any par- 
ticular country. Within that, we set how it is used and the forces. 
But as to the value of the program, the act gives the Secretary of 
State the authority to set the dollar value of the program for a par- 
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ticular country. Within that basis, and on the basis of the forces 
that the unified commander and the Joint Chiefs recommend, Defense 
gives to State an estimate of the defense support requirements under 
those particular forces and for that program. 

The defense support itself is primarily economic aid, although the 
reason it is given may be because of the military assistance or the 
defense budget of a particular country. The defense support itself 
is primarily economic aid and intended to enable the country to meet 
its military budget requirements and to support an agreed level of 
forces. 

As the Secretary says, the Defense Department does not have that 
economic competence which has been over the years placed in the ICA. 

Mr. McDowe.ui. Are you suggesting that our Embassies in the 
countries concerned have a major part in the decisions of how mili- 
tary assistance shall be used, utilized within the country? 

Mr. Irwtn. The Embassy has 

Mr. McDowe.t. When I say “the Embassy,” I mean the American 
Ambassador, of course. 

Mr. Irwin. The American Ambassador has what he calls the coun- 
try team, which is the ICA man, his political adviser and his MAAG 
people. 

The military forces though are established by the Joint Chiefs as 
to what the goals are for a particular country. In implementing that, 
the country team, of which the Ambassador is the head, plays a large 
part as to it, as I say, in setting the dollar value of the program. 

Once they set a dollar value, then within that value it would be 
what the military and Joint Chiefs and the unified commander be- 
lieve to be the most effective militarily. 

Mr. McDowe tt. In other words, it is a military decision ? 

Mr. Irwin. On the military side; yes, sir. They have just brought 
to my attention this paragraph, section 523(b) of the Mutual Security 
Act: 

The chief of the diplomatic mission shall make sure that recommendations 
of such representatives pertaining to military assistance are coordinated with 
political and economic considerations, and his comments shall accompany such 
recommendations if he so desires. 

Mr. McDowe tu. That isn’t exactly the question that I raised. In- 
asmuch as one-half the amount requested for this program is a mili- 
tary determination, that it therefore acts very definitely as a matter 
of attrition upon the economic aid portion of the program, and the 
result, I think, over the years has been that Congress in its wisdom 
finally makes the more drastic cuts in the economic aid part of the 
program than it does in the military assistance. I do not say it does 
so unwisely, but I quite agree with my Ceineninet colleague, Con- 
gressman Saund, who has tried to say very effectively that it is just 
as important in most of these countries, certainly the ones we visited 
last fall on our study mission, that we maintain the economic aid 
program if we want finally to win this battle. 

Mr. Irwin. We concur wholeheartedly that economic aid is very 
vital and should be given. I speak in some measure on this tomorrow, 
sir. It isa mixture of political, economic, and military factors in any 
one country. 

In every country —— 
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Mr. McDowe xt. I don’t mean political just in this country but 
within the recipient country. 

Mr. Irwin. I really mean the foreign policy of the United States. 

Mr. McDowe t. I am thinking of the foreign policy of the country 
involved, based on internal political decisions within those countries. 

General Lemnirzer. Since I have administered one of the largest 
military assistance programs I gather from what you are saying is 
that there has to be balance between the economic and military 
program. 

I feel that there can be no economic security in a country without 
a reasonable degree of military security. I would also like to em- 
phasize that from the initiation of the military assistance program 
from the country level, where our own representatives are in close 
day-to-day touch with the military representatives of the countries 
concerned, there is the closest coordination at the local level, in the 
capital of the country concerned, and also here in Washington between 
the Departments of State and Defense. If there are differences of 
opinion they are ironed out by proper authority. 

I wouldn’t want anyone to get the impression that the economic 
and military sides of this program are developed, each totally isolated 
from the other. 

Mr. McDowetn. Thank you, General. 

Chairman Morean. Mr. Murphy. 

Mr. Murrny. Thank you, Mr, Chairman. 

Mr. Secretary, earlier you stated that $700 million was allocated 
for NATO out of the $2 billion appropriation request for this year. 
Could you tell me how much was allocated last year in the actual 
appropriation of $1,300 million for this purpose ? 

Secretary Gares. Yes, sir; we can. Mr. Irwin and his people are 
going to break down all these figures and percentages. This $700 
million is an approximate figure for NATO country materiel and 
training programs and not exactly accurate. He should give you the 
accurate figures and he can also, of course, tell you what was com- 
mitted for last year. 

Mr. Mureuy. My reason for asking that question is that last year 
the Draper Committee recommended an additional $400 million. In 
that recommendation they stated that the majority of the $400 million 
should be used for the modernization of NATO. 

Secretary Gates. That is right. 

Mr. Murrery. That is the reason I am trying to find out exactly 
what was allocated last year from this $1,300 million. 

Mr. Irwin. I will be happy to give you that tomorrow. 

Mr. Murpny. I want to find out whether you followed some of the 
recommendations in the Draper Committee. 

Secretary Gates. Yes, we have. 

Mr. Murery. Along that line I would like to ask: What is the cali- 
ber of your arms from a modernization standpoint compared with 
that of the caliber of the arms that the Russians and their satellites 
have? 

Secretary Gates. It depends on the country and the military prob- 
lems. Many of these countries are getting at present cost prices 
actual present-day procurement items that we are getting for our own 
forces. They are getting the most modern we have. It again depends 

on the country and the military problem. 
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Mr. Mourpuy. I gathered last year 

Secretary Gares. We are running out of this business of surplus 
equipment that was featured in the early stages of this program. 

Mr. Mourpny. I understand that. I understood last year that 
NATO did not have as modern equipment as the Russians and their 
satellites and that the Draper Committee was fearful as to what the 
actual state of our equipment was. 

General Lemnirzer. To answer that question, you have to make 
item by item comparison. I would say that it is generally true that 
the modernized Russian divisions, speaking of ground forces, have 
more modern equipment than the NATO divisions. As to air and 
naval forces, I would say it is not true. I would say also, so far as the 
ground forces are concerned, some of the equipment that we are pro- 
viding under this program and to be provided in the 1961 program 
are as modern as, and more modern than, any that the Russians have. 

Mr. Morpny. I notice your request this year is $2 billion for mili- 
= assistance. I understand it was $1,600 million last year. 

Secretary Gates. I think it was $1.7 billion; $1.6 billion is right, 
and it ended up with $1.3 billion. 

Mr. Morpny. Can you state why you increased it from your request 
of $1.6 billion last year to $2 billion this year ? 

Mr. Irwin. The administration request of $1.6 billion last year 
must be viewed in context. The Draper Committee was just begin- 
ning to make its studies and the executive branch asked for what it 
considered was the bare minimum. 

The Draper Committee recommended that $400 million be added to 
last year’s budget. The administration considered whether or not 
we should go in for a supplemental on that and decided that all the 
other factors, the timing, the reconvening of Congress this year, that 
it was better to consider it in the light of the 1961 program. 

The Draper Committee recommendation was considered, and as the 
Secretary spoke earlier, if we had probably followed it literally and 
took $400 million in 1960 and took the average, they said $2 billion 
oo for the next 5 years, we would be asking for $2.3 billion or $2.4 

illion for 1961. 

Having reviewed the program and having tried to cut it to a mini- 
mum, going to country teams, unified command, and Joint Chiefs, we 
came out with $2 billion and thought it was ‘a fair minimum to request 
of Congress and responsive to the philosophy of the Draper Commit- 
tee, if not to the specific word. 

Mr. Morrny. Thank you, sir. 

Chairman Moraan. Mrs. Kelly. 

Mrs. Ketiy. Thank you, Mr. Chetemnat: 

Mr. Secretary, I request one more question. Are the oversea bases 
necessary for the defense posture ? 

Secretary Gates. Yes, we believe they are absolutely vital. 

Mrs. Ketiy. Then why did the United States agree on withdrawal 
from Morocco? Why did President Eisenhower agree to the with- 
drawal of our forces from the Morocco base ? ; 

Secretary Gates. This is a matter of the sovereignty of the country 
which is now changing its character, has changed its character since 
we originally started out with the basic agreements in Morocco. 
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Obviously you cannot have bases in a country where they believe it 
. probably better for their own interest that you don’t occupy those 

ases. 

Mrs, Ketiy. Have you a plan to take up this slack then and what 
is it—caused by the withdrawal from Morocco? 

Secretary Gates. We have plans on the way of rotating certain air 
wings. We also have plans for taking care of the very vital communi- 
cation facilities, if they become involved in this. 

Mrs. Kextity. Communications are not involved at the moment, I 
understand. 

Secretary Gates. That is right. Weare just starting to review this 
whole problem with the general agreement being made between the 
President at the time of his visit to Morocco heading toward a date 
of 1963. These discussions are just beginning. 

We do have—— 

Mrs. Ketiy. The discussions are just beginning? 

Secretary Gates. The phasing out 

Mrs. Ketiy. Have you a plan to take up the slack caused by this? 
Have you gone into this? 

Secretary Gates. We have military plans to take up the slack. 

Mrs. Ketiy. To replace that base somewhere else ? 

Secretary Gates. Replace the requirements, handle them another 
way. 

Mrs. Ketiy. Will we receive that information ? 

Secretary Gates. You can, of course, get it if you wish it, but it 
isn’t really a part of the military assistance program. 

Mrs. Ketity. Why not? It would be if you relocated that base in 
another country. 

Secretary Gates. Principally the Air Force plans are what we are 
talking about. 

Mrs. Ketty. Pardon? 

Secretary Gates. It would principally be the Air Force plans for 
handling a different set of circumstances that we would be reviewing. 
There is one naval base in communications. The other bases are stra- 
tegic airbases. 

rs. Ketty. That is what I was asking, if you have it under con- 
sideration to relocate the need of that base in another area. 

General Lemnirzer. There are plans being developed to take up 
the slack just as you have said, both for communications and for 
base purposes. I think, however, that it must be discussed in execu- 
tive session. 

Mrs. Ketiy. That is my question. Will we get that plan? 

General Lemnrrzer. Not the entire plan, unless you want all the 
details, the general character of what is expected to be done to take 
up this slack ; yes, I will provide it in executive session. 

Mrs. Ketty. Thank you. 

Mr. Irwin. I would say, Mrs. Kelly, that would not be something 
that we in the military assistance side would have competence to speak 
to. That would be war plans and that is a Joint Chiefs matter, or 
perhaps—well, it is a Joint Chiefs matter. As far as our presentation 
to this program, we would not have competence. It is true, as you 
indicated in one of your comments, depending on what their plans 
were, there may be a collateral interest in military assistance. 
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Mrs. Ketiy. Weare all interested in all the plans. When my group 
was in Europe, we became very involved in this issue. I would like 
to know what the plan is. 

Secretary Gaves. I think we can furnish you a classified answer to 
this question later. 

Chairman Morean. Mr. Hays. 

Mr. Hays. Mr. Secretary, before I ask a question, I might just make 
a statement, which is by way of a friendly bit of advice. 

This operation today is more or less perhaps a trial run for you to 
appear before the Appropriations Committee which is going to take 
a pretty sharp knife to you. If you don’t already know it, I can make 
that prediction. Let me advise you, don’t toss this Draper Com- 
mittee report around over there because they are as well aware as we 
are that this is a real Alice in Wonderland operation and Washing- 
ton is full of that. 

But here you have a verdict arrived at that we have to have more 
military but you can’t get it from the stupid Congressmen because 
they believe it is useless to put weapons in a country that is not ready 
to support them and not behind the regime. Therefore, we will go 
down to Mexico City and bring General Draper up and have him pick ¢ 
committee, anyone of whom doesn’t know as much about this pro- 
gram as anyone sitting on this committee. 

I could have predicted to you and did predict. publicly what the 
Draper Committee would produce before they produced it and when 
it came to my office I threw it in the wastebasket and that is where 
you ought to throw it. 

The Draper Committee, as I said before, doesn’t know one-tenth 
as much about this as a Congressman. These are the people you have 
to convince. If you can convince me that country X—and I will name 
it in executive session—in Africa, needs jetplanes and all sorts of 
complicated equipment, which they are getting, worse than they need 
a viable economy so that the Communists can’t go in there and over- 
throw the regime, then I will go before the Appropriations Commit- 
tee with you. But you can’t convince me of that. 

I think the thing that you people ought to take into account is that 
this group of Foreign Affairs people will go to the floor and fight for 
what. you want if you make sense. But there have been too many 
Traq’s and things like that which have happened. We have been on 
the ground, many of us, and we believe that when a man has an empty 
stomach and doesn’t know what he is fighting for, as the Egyptians 
didn’t when the Israelis would have swept them over to Capetown 
if we had let Israel alone, they won’t fight and you can give them all 
the military equipment you want. 

As I told a ruler of a country in Africa, “We could give you all 
the military equipment we have and if these people of yours, who are 
running around with burlap sacks for clothes while you and I are 
sitting here eating off golden service in the palace dining room, aren’t 
convinced that the American way of life is better than that of the 

Communists who are out working on them, those weapons are no 
good.” 

I will go along with you on that too, for some countries outside 
of NATO, but I think you ought to reexamine a lot of your programs 
on these underdeveloped countries. 
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Secretary Gates. I agree with you completely, that if we can’t sell 
the informed Members of the Congress and the appropriate commit- 
tees, there isn’t any other report that will help us. 

I was really responding to questions from the committee on the 
Draper Committee. 

Mr. Hays. I wasn’t being critical. I am just trying to be helpful 
because I know how well the Draper Committee report is thought of 
around here. 

Secretary Gates. We hope we have a good balance. I, as an indi- 
vidual, share the concern expressed by several members of the com- 
mittee about economic aid. I believe it is absolutely vital, but we hope 
we have a proper and appropriate balance between the two, if you 
can classify the economic in a broad sense. We think we have. We 
have had an awful lot of good study put on it by good people. We 
have made some administrative improvements in the program. 

We are pleased that we have been able to persuade General Palmer, 
an officer of great experience, to come in. and head this program from 
the military assistance point of view. 

I think that we have a good program. If there is a case such as case 
X, as you have described, that is highly unsatisfactory in your mind, 
as it seems to be, then you ought to get a proper explanation for it. 

Mr. Hays. I am glad to hear you say that. I want to say that 
what I have said is no reflection on General Draper. He has been 
a friend of mine, but if he isn’t now, I haven’t got many votes in 
Mexico City, anyway. 

Chairman Morean. Any further questions? 

Mr. O’Hara. 

Mr. O’Hara, Mr. Secretary, I have a letter here which has con- 
cerned me and would seem to have a relationship to this program. 
This letter informs me that at the Bethlehem Shipyards there is a 
great amount of new naval construction and missile work being done. 
Is that the fact ? 

Secretary Gates. Bethlehem Steel, Quincy, is engaged in some nu- 
clear work for the U.S. Navy; yes, sir. It is Quincy, Mass. 

Mr. O’Hara. Are you, the Secretary of Defense, doing anything 
to induce the Bethlehem Steel Co. to sit down and talk the matter 
over with its workers in an effort quickly to reach an agreement? 

Secretary Garters. That has been handled by the Secretary of the 
Navy and I haven’t personally gotten into it, but some of our people 
in the Department of Defense have. 

Assistant Secretary. McGuire has been involved in it. We tradi- 
tionally can’t take sides in a labor dispute. We certainly hope it gets 
settled promptly. 

Mr. O’Hara. I will read the last part of this letter which I presume 
other Members of Congress have received. 

We also urge you to use your good offices by asking Hon. Thomas S. Gates, Jr., 
Secretary of Defense: Hon. James P. Mitchell, Secretary of Labor; and Hon. 
William B. Franke, Secretary of the Navy, to use their good offices to prevail 
upon the Bethlehem Steel Co. to bargain in good faith. 

The writer states that because of the importance to our defense of 
the naval nuclear constructions the workers were reluctant to resort to 
a strike, withheld such action for a very long time and acted only when 
the company persisted in its refusal to meet their representatives at 
the conference table, 
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You cannot take and shouldn’t take sides in a labor dispute. On that 
I would say everyone agrees. But in the interest of defense, as well 
as the public interest generally, I hope your Department will continue 
diligently to use its good offices to get the company to sit down with 
the workers at the conference table to work out differences. 

Secretary Garrs. The Secretary of the Navy has been working on 
this and we have told him, please get this thing settled because we 
want to get the ship, particularly one of the ships which is about 97 
percent completed, we want to get it out of the yard. 

Mr. O’Hara. Is the present interruption of work interfering with 
the progress of the work in the missile field ? 

Secretary Gates. I don’t know how much delay is involved in the 
details of the program. 

Mr. O’Hara. Thank you, Mr. Secretary. 

Chairman Morean. Any further questions ? 

Judge Saund. 

Mr. Saunp. Mr. Secretary, when I was making my trip around the 
world, I met two newspapermen who had been to the United States 
and they were in a country with which we had a military assistance 
alliance. They said to me: 

It seems to us here that all the U.S. Government is interested in is evaluat- 
ing their military assistance necessities, whether a country has a stable govern- 
ment or not, they do not care what form of government the country has. 

I have that in mind in asking this question. I will name that coun- 
try in executive session. I am thinking about a country in the Middle 
East which is a monarchy and it borders on Soviet Russia. We are 
giving military assistance to that country. To what extent is the 
kind of equipment and the amount of equipment that we give to that 
country determined on its capability of resisting aggression from So- 
viet Russia and to maintain the status quo of that country ? 

Secretary Gates. A great deal of effort is placed on any country 
that receives aid to enable it to maintain its internal security and re- 
sist aggression from the outside. This is one of the purposes of the 
program. 

Attention is also paid largely by the Department of State to the 
type of government and the other factors that enter into the decision. 

As you know, by the act the Secretary of State has the policy control, 
policy authority, or responsiblity for this program. We have the re- 
sponsibility to be the operators of the program. 

Mr. Saunp. Are the military forces of the Nationalist Government 
sufficiently strong to maintain peace and order in case of an attack 
from the Red Chinese ? 

Secretary Gates. I would think they were. Maybe General Lem- 
nitzer would have a more professional answer. 

General Lemnirzer. I think, without any doubt, they are strong 
enough to maintain internal security. 

Mr. Saunp. Isn’t it a fact that the reason for maintaining that army 
is to maintain law and order on Formosa instead of relying upon their 
strength in an attack from Communist China? 

General Lemnitzer. The forces that are being supported in Nation- 
alist China can certainly maintain internal security but they are de- 
signed also to defend Taiwan from Communist attack. The forces that 
are required for the defense of Taiwan exceed by a considerable 
amount those which are required merely for internal security. 
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The point I am trying to make is that the Chinese Nationalist Forces 
can do both. That is what they are designed to do, 

Mr. Saunp. It seems to me, just as I have said before, that we have 
to revise our thinking. I have been checking on this program for 4 
years. ‘There has been no change in the amount or no change in the 
makeup of the forces on Formosa during those 4 years. There hasn’t 
been any appraisal made, considering what is happening in that part 
of the iat and the rest of the world. 

Secretary Gates. I think Mr. Irwin can talk about this more, Mr. 
Saund. We have considerable signs of a greatly improved economic 
posture on Taiwan, which looks as though they are on the threshhold 
of proving out a very interesting experiment of coming from a very 
diffioult situation economically to a much more favorable one, which 
may bear the implications that they will be able to carry a greater 
share of this burden a year or two from now. 

Chairman Morgan. Mr. Carnahan. 

Mr. CarnaHAan. Mr. Secretary, it is evident that there is a lot of 
opinion which would support the idea that the contest between the 
countries maintaining national independence, which we call the free 
world, and the Communist world is shifting from a military to an 
economic struggle. Is the shift in our mutual aid program reflecting 
such a shift ? 

Secretary Garss. I don’t think it is shifting. I think they are both 
vitally important. I think if a country is open to outside ag ion or 
internal infiltration or internal chaos and ent have a mn sta- 
bility and integrity, then their economy won’t be very good either. So 
I wouldn’t say that it was shifting. 

_ I would say, as I have tried to testify several times here, that it 
Is equally vital. 

Mr. Carnawan. I am not in position to question your judgment, 
but I feel that. you do not agree with the thinking of a lot of people in 
the country. Would you believe that military assistance has a greater 
impact on economic strength or does economic aid have a greater im- 
pact on military strength ? 

Secretary Gates, I don’t think I could answer the question, sir. 

General Lemnirzer. I don’t think you can compare them in that 
way. I believe, as I have poses out before, and I referred to the 
Republic of Korea, because I happened to have experience in adminis- 
tering both the economic and military aid program there, there is a 
certain level of military security that is absolutely necessary for the 
development of an economic capability and economic security. 

In the case of the Republic of Korea we rely to a large extent upon 
their own Armed Forces. They maintain forces far in excess of their 
ability to maintain them. The mutual security program assists in 
filling the gap. 

However, economic development is extremely important for the 
reasons that have been mentioned here this morning. You are not 
going to resist successfully the inroads of communism if you don’t 
improve the economic conditions in many of the countries that are 
under severe Communist pressure. It is balance we are attempting 
to maintain. 

You indicated that there are about equal amounts of military and 
economic aid now. However, when this program started, it was 
almost exclusively a military aid program. The Marshall plan was 
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separate from it, but the whole has been brought together now in two 
seer of a whole program, which are balanced as best they can be 
y the two Departments, the Defense and the State Departments. 

Mr. Irwin. May I add something, sir? This is just in the way 
of a summary outside of my immediate interest, but in supplementing 
the economic aid, it is not, of course, only the mutual security program. 
The administration has moved to support IDA. It is helping to create 
the new International Bank of the Americas. It is encouraging many 
of our allies to contribute to the economic assistance programs in the 
less developed countries. 

So that I think there is a major emphasis of the administration on 
encouraging economic aid to the underdeveloped countries. 

You have to look at the overall picture and I think you get a fair 
balance of what the military assistance share is. 

Mr. CarnaHan. I don’t think there is a parallel for comparison be- 
tween the purposes of the Marshall plan and the purposes of economic 
assistance of the underdeveloped areas. Unless the economic strength 
of the countries is developed, can we foresee any end to military aid? 

Secretary Gates. I think we are operating under an umbrella of 
strength, which means that they will be better off economically, be 
better fed, be better housed, raise the standard of living, which is so 
essential to their future. 

When this happens, they will still have to have military forces to 
prevent internal disruption and stop external aggression, if the threat 
continues to exist as it does today. 

It is a matter of what the Russians do. 

Mr. Carnanan. Aren’t we hoping for collective defense, with all 
of the countries furnishing at least an approach to the defenses neces- 
sary to keep down internal insurrection within their own country, 
without that force having to be supplied by other countries? 

General Lemntrzer. I think what we are attempting to get at here 
is equality in military assistance and economic assistance. I don’t 
think they should be so considered as being in competition with each 
other for resources. 

I believe that the emphasis should be given to the benefits to be 
derived from both the economic and military aid program in the vari- 
ous ways in which these two forms of aid complement one another. 

Economic assistance to our allies, for example, enables them to main- 
tain military forces which are important for their own internal se- 
curity and to resist external aggression. Economic aid requires more 
time to become effective than does military aid. 

In the meantime, the U.S. military assistance program provides the 
atmosphere under which there can be economic development. 

Mr. Carnanan. I would agree there should not be competition, but 
it appears to me that at the present time there is competition. There 
is competition going to the advantage of the military. 

General Lemnirzer. Well, I think it would be a mistake to construe 
them as being entirely separate. They are two parts of the same 
program. The total mutual security program has not been developed 
separately on opposite sides of the Potomac. Military assistance and 
economic aid have been developed in close coordination from the 
country team level right on through the governmental mechanism here 
in Washington. They have been developed in close coordination with 
one another. 
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Mr. CarNAHAN. I will not continue the discussion further. 

I would say, however, it seems to me that the — of the under- 
developed areas would become more committed and more ready to 
defend a better standard of life than they are to defend military 
strength. 

Chairman Morcan. General Lemnitzer, it was the intention of the 
committee to have General Twining appear with Mr. Irwin in execu- 
tive session. Would it be possible for you to appear ? 

General Lemnirzer. Yes, it will. 

Chairman Morean. We can depend on you tomorrow ? 

General Lemnirzer. Yes, I shall be here. 

Chairman Morean. The committee stands adjourned until 10:30 
tomorrow morning. 

(Whereupon, at 12:55 p.m., the committee was adjourned, to recon- 
vene at 10:30 a.m., Wednesday, February 24, 1960.) 
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WEDNESDAY, FEBRUARY 24, 1960 


House or REPRESENTATIVES, 
CoMMITTER ON ForeiGN AFFaIRs, 
Washington, D.C. 

The committee met at 10:45 a.m., in room G-3, U.S. Capitol, Hon. 
Thomas E. Morgan (chairman) presiding. 

Chairman Morean. The committee will come to order. 

We have a continuation of the hearings on mutual security for fiscal] 
year 1961. This is our first executive meeting. 

We have with us this morning Hon. John N. Irwin, Assistant Secre- 
tary of Defense, International Security Affairs, and Gen. L. L. Lem- 
nitzer, Chief of Staff, Army, and Gen. W. B. Palmer, Director of 
Military Assistance. General Palmer will be with us. You are tak- 
ing over the duties of Charles Shuff, are you not? 

eneral Parmer. Yes. 

Chairman Morean. I see you have two statements, one classified 
and one unclassified. 

I understand you wish to insert the unclassified one in the record 
and proceed with the classified statement. You may go ahead, sir. 

(The unclassified statement is as follows :) 


STATEMENT OF HON. JOHN N. IRWIN II, ASSISTANT SECRETARY 
OF DEFENSE FOR INTERNATIONAL SECURITY AFFAIRS 


Mr. Irwin. Mr. Chairman, gentlemen, by virtue of its responsi- 
bilities in the broad area of foreign affairs, this committee is well 
qualified to evaluate the Soviet threat. You have heard testimony 
this year by the Secretaries of State and Defense. I shall not attempt 
to elaborate on the overall picture which they have presented to you. 

However, I do stress my own conviction that the decade of the 
1960’s will be one of great challenge for the United States. We are 
confronted by ever-increasing Sino-Soviet military power; and we 
are simultaneously faced with what has been called “the revolution 
of rising expectations” on the part of millions of people in the less 
developed and newly independent nations of the world. These are ex- 
pectations which the Sino-Soviet bloc can be counted upon to exploit 
to the fullest. 

The leaders of the Sino-Soviet bloc believe time to be on their side. 
We also seem to shape our actions as if time were on our side—if only 
to the extent of permitting a favorable evolution in the nature of the 
Soviet Union. However, time is at the command of him who makes 
the best use of it. The part of wisdom and the course of safety is 
to meet the issues which confront us with a sense of urgency and 
with a clear purpose. 


105 





106 MUTUAL SECURITY ACT OF 1960 


WORLDWIDE SECURITY OBJECTIVES 


Military assistance adds a vital—and comparatively, an inex- 
pensive—weapons system to the military posture of the United States. 
This may be a novel way to think of military assistance, but it is a 
description which fits the facts. We are investing billions of dollars 
in the Strategic Air Command, the fleet ballistic missile system, the 
Army’s Strategic Army Corps, each of which is a group of weapons 
systems designed for speedy application of force to troubled areas 
in the world. 

With the military assistance funds appropriated by Congress we 
are also creating a system, a system of manpower and weapons with 
the dual capability of adding to our deterrence of general war and 
enhancing our ability to meet the challenge of limited wars and Com- 
munist subversion. 

And we are doing so at far less expense than an equivalent incre- 
ment in our own forces would cost. In fact, as a practical matter, 
no amount of money spent on our forces could give the United States 
the asset of trained, well-equipped allied forces, familiar with the 
terrain, known to and trusted by the local populace, acclimated to 
local conditions, and deployed for immediate resistance to local ag- 
gression. Without the time such forces will provide to permit rapid 
deployment of U.S. military forces, however mobile, our ally could 
be lost under conditions of modern warfare. Our basic national 
policy is to deter war if possible, but to win it if it comes. The forces 
and equipment supported by military assistance are an essential part 
of the U.S. capability to meet these requirements. 

The basic criterion for the program which I am supporting today 
is the congressional statement in the Mutual Security Act of 1954 
that the purpose of chapter 1 is— 
to authorize measures in the common defense, including the furnishing of mili- 
tary assistance to friendly nations and international organizations in order 
to promote the foreign policy, security and general welfare of the United States. 

The act also states that under the direction of the President, the 
Secretary of State is responsible for— 
determining whether there shall be a military assistance program for a country 
and the value thereof. 

The program as established in each country represents a mixture 
of political, economic, and military factors. In some instances the 
military factor is more apparent, in others the political. 


PROGRAM MANAGEMENT 


Questions are often asked both by the Congress and the public as 
to what we are doing to improve the management of the program. 
My predecessor worked hard at this, and I have done so. 

‘Last summer, the President’s Committee To Study the U.S. Mili- 
tary Assistance Program, more informally known as the Draper 
Committee, submitted detailed findings and recommendations which 
have been the subject of concentrated study and work by the Depart- 
ment of Defense. We have made a major effort to incorporate the 
Committee’s recommendations into our current program operations 
and future planning. 
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In general, the Draper Committee recommended acceptance of two 
basic concepts: 

(1) Strengthen the position of the State Department on the 
policy level of military assistance planning and an increased 
assurance of the conformity of the MAP to foreign policy and 
to related assistance programs, and 

(2) the focusing of responsibility on the Department of De- 
fense for the planning, programing, and execution of military 
assistance within the framework of policy guidance furnished 
by the National Security Council and the Department of State. 
In a letter to Mr. Draper, dated June 24, 1959, President Ejisen- 
hower stated: “I am fully in agreement with these concepts.” 

The principal recommendations giving effect to these concepts and 
the current status of action thereon are as follows: 

Recommendation.—Military assistance should be planned and pro- 
gramed on a long-term basis. 

Status—Instructions have been issued requiring that military as- 
sistance be planned on a 5-year projection. Annual programs in sup- 
port of these plans will be developed covering a 3-year period. 

Recommendation.—There should be a continuing authorization for 
the military assistance appropriation. 

Status.—The Congress, in the Mutual Security Act of 1959, auth- 
orized appropriations for fiscal years 1960, 1961, and 1962. 

Recommendation—The military assistance appropriation should 
be placed in the Department of Defense budget, in order to center 
responsibility for administering the program more positively in the 
Defense Department. 

Status.—The fiscal year 1961 Department of Defense budget re- 
quest for appropriation includes appropriation for military assistance. 

Recommendation.—Military assistance plans should be formulated 
within order of magnitude dollar guidelines. 

Status—Planning for the period fiscal year 1962-66 has been ini- 
tiated on the basis of dollar guidelines approved by Departments of 
State and Defense. 1 

Recommendation—The Department of State and the Ambassadors 
should participate at an earlier stage in the development of military 
assistance plans, 

Status—The Department of State participates in the first stage 
of military assistance Planning, the development of the mutual secu- 
rity objective plan (MSOP). This plan provides the guidance for 
subsequent military assistance planning. The Ambassadors comment 
on the draft MSOP and, therefore, begin their participation at. the 
first stage of country military assistance planning. 

Recommendation.—Military assistance planning and programing 
should be further decentralized to the unified commands overseas and 
to the MAAG’s. 

Status——Unified commands, country teams, and MA AG’s have been 
assigned the basic planning and programing responsibility. Military 
assistance plans and programs will henceforth be prepared by these 
agencies in the field, subject to policy and technical guidance and 
review in Washington. 

Recommendation.—Provision should be made for more adequate 


consultation with recipient countries during military assistance 
planning. 
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Status.—The military assistance manual which prescribes policies 
and procedures for planning and programing includes a revised 
section devoted to collaboration with recipients. Guidance is pro- 
vided with respect to achieving the objective of appropriate con- 
sultation with recipients, consistent with safeguarding classified 
information and observing the U.S. policy concerning new 
commitments. 

Recommendation.—The Department of Defense should have clearer 
operational responsibility for planning, programing, and execution 
of military assistance. 

Status.—This recommendation is virtually identical with the Com- 
mittee’s second “basic concept” which was fully endorsed by the Presi- 
dent. While an Executive order amplifying or interpreting the 
amendment adopted by Congress to section 523(c) of the Mutual 
Security Act has not been issued, the operational responsibility of the 
Department of Defense is made clear in the new procedures for plan- 
ning, programing, and execution of the military assistance program 
adopted pursuant to the Committee’s recommendations. 

Recommendation.—The executive branch should assure that funds 
for the procurement of military assistance materiel are made avail- 
able to the military departments more promptly after appropriation ; 
the military departments, in turn, should accelerate procurement and 
supply actions to expedite actual delivery of any end items. 

tatus—The Draper Committee recommended that 6624 percent 
of the amount appropriated should be apportioned and allocated to 
the implementing agencies within 30 days of the enactment of the 
appropriation act and that 80 percent of the amount should be appor- 
tioned and allocated within 60 days after the date of appropriation. 
The appropriation was made on September 28, 1959, and 60 days later 
Seg had requested apportionment of 74 percent of the available 

ds. 

Apportionments approved through December 1 totaled 63 percent 
and actual allocations to the military departments totaled 53 percent. 
The military departments have acted in anticipation of these alloca- 
tions. Greater acceleration is to be expected when the long-range 
planning of military assistance has its impact on the penecatn. 

Recommendation.—There should be established within the Defense 
Department an independent evaluation staff. 

Status—An Office of Military Assistance Evaluation has been 
established within the Department of Defense independent of the 
Director of Military Assistance. In addition, the Inspector General 
and Comptroller, Mutual Security, Department of State, will conduct 
broad evaluation of the overall effectiveness of the mutual security 
program. The Department of Defense will participate in this 
activity. 

Wesbniniciiduttin, ate qualified and experienced personnel 
should be assigned to the program. 

Status —OASD/ISA and the military departments are reviewing 
assignment criteria and standards to ensure the selection of highly 
trained and experienced personnel. 

Recommendation.—There should be established within the Depart- 
ment of Defense, a Director of Military Assistance. 

Status—Gen. Williston B. Palmer, U.S. Army, has been appointed 
Director of Military Assistance. 
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We in Defense are very gratified to have a soldier of such stature 
and such broad experience take over the direction of the penn: 
I am happy that he is present today and hope that you will come to 
know him well. 

As we strive toward our goal of ever more efficiency, we, of course, 
recognize that we made mistakes and that much remains to be over- 
come. However, we are encouraged by the progress already made in 
several areas. Decentralization of a considerable portion of the pro- 
graming function is bringing to this process the full benefit of the 
knowledge and experience of our unified commanders and other field 
personnel who are closest to the problems. We are also benefiting 
from the superior performance of graduates of the Military Assist- 
ance Institute, as well as from the improved utilization of MAP equip- 
ment which results from our training of allied personnel in proper use 
and maintenance. All of these gains are of a self-perpetuating nature 
which guarantees their cumulatively beneficial impact on military 
assistance operations. 

BALANCE OF PAYMENTS 


Before speaking of the 1961 program, I wish to comment on the 
impact of the military assistance program on our balance of payments. 
This problem has received much attention recently in the administra- 
tion as well as by the public, and I can assure you that the Department 
of Defense is concerned about it. Unfortunately, the newspapers have 
at times given the impression that a significant portion of our gold 
loss is attributable to the expenditure of military assistance funds 
overseas. This is incorrect. 

In fiscal year 1959 total military assistance expenditures were about 
$2,370 million, of which almost 90 percent was spent in the United 
States and thus had no effect on the balance of payments. The per- 
centage for fiscal year 1960 will be approximately the same. 

As a matter of fact, during the past 3 fiscal years friendly foreign 
countries, many of whom have received grant aid, have purchased 
from the United States under the mutual security sales program, 
enough to offset the small amount of our military assistance expendi- 
tures which were made abroad. In most cases these purchases re- 
sulted from the fact that the country had received in the past U.S. 
grant assistance. 

ALLIED CONTRIBUTIONS 


A related question—the adequacy of our partners’ financial partic- 
ipation—stems from the recognition that some of our allies, particu- 
larly those in Western Europe, have recovered from the effects of 
World War IT and are now able to carry a heavier portion of the free 
world’s defense burden. 

The answer is that we are currently and continuously engaged in 
negotiations with all such allies to bring about a more equitable shar- 
ing of the cost of adequate combined military strength. In conson- 
ance with established U.S. policy—which is directed toward eliminat- 
ing grant aid in proportion to the ability of countries to pay their 
own way—we are pressing these countries to assume greater respon- 
sibility for their individual and collective defense; and in fact. they 
are doing so and there is reason to hope that our efforts will prove 
progressively more successful. 

51905—60-—pt. 18 





110 MUTUAL SECURITY ACT OF 1960 


Meanwhile, however, the security interests of the United States in 
the defense of Europe are of such vital strategic importance that they 
must be protected. NATO forces are an integral part of our own 
total defense. They cannot make an effective contribution to that 
defense without the best available weapons. Therefore, if our NATO 
partners cannot yet or will not yet commit themselves to paying for 
the necessary modernization, the resultant issue raises a serious and 
urgent problem of U.S. security. If we have to choose between elimi- 
nating all assistance to certain countries—and thus denying SACEUR 
the barest minimum of modern equipment he needs to meet his re- 
gional defense requirements; that is, our forward defense line—or, by 
giving some help, while striving to have our allies increase their con- 
tribution through cost-sharing incentives, I believe we would be foolish 
in the extreme not to adopt the latter course. 

Let me stress an essential point: We are looking at NATO as a 
whole. When General Norstad says he urgently requires modern 
fighters or air defense missiles or radars, he primarily is concerned 
with NATO requirements and secondarily with which particular 
country gets what equipment. The important thing is that NATO 
has modern weapon systems deployed to suit SACEUR’s operational 
requirement. 

When our 1961 program includes an all-weather squadron for a 
given country, we are not so much helping that country’s air force as 
we are trying to give the allied commander for all of Europe the 
tools he needs to defend Europe and thereby the United States. 


LEVEL OF APPROPRIATIONS 


It was with this in mind that the Draper Committee recommended 
the appropriation of an additional $400 million, over and above the 
$1.6 billion requested for the fiscal year 1960 program, primarily for 
the specific purpose of modernizing NATO forces. The executive 
branch did not ask for such an additional appropriation because of 
the timing of the legislative cycle. The requirements which other- 
wise would have been covered by a supplemental appropriation were 
in part consolidated with the overall requirements for the fiscal year 
1961 program. 

From 1953 to 1958, the percentage of U.S. assistance has 
dropped from 28 percent of total European NATO defense expendi- 
tures to about 8 percent. The present increase in allied expenditures 
cannot absorb the entire cost of the very expensive advanced weapons 
which are needed, but it is an encouraging step in the right direction. 

Earlier, I reviewed a few of the recommendations of the Draper 
Committee. Now, I would like to take up the substantive—and very 
basic—findings and recommendations of the Committee on the mini- 
mum level of military assistance needed to support the global strategy 
and foreign policy objectives of the United States. These specific 
findings and recommendations were based on careful consideration of 
the present status of the program, as follows: _ 

(1) Annual appropriations for military assistance have averaged 
approximately $1.5 billion during the last 4 fiscal years, including 
1960. 

(2) Annual military assistance deliveries for the 4-year period end- 
ing June 30, 1959, have averaged $2.4 billion per year. 
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(3) Since fiscal year 1954, annual deliveries have, with the knowl- 
edge and consent of the Congress, exceeded annual appropriations. 

4) This difference between the current new obligational authority 
and delivery rate results from the fact that, because of leadtime, in 
any current year, the bulk of deliveries made is of yoods ordered in 
prior years. 

(5) In fiscal year 1954, the value of goods ordered in prior years 
and awaiting delivery was $8.5 billion due to the Korean war emer- 
gency. It is estimated that, by the end of fiscal year 1960, this unde- 
livered balance will have been reduced to about $2 billion, the mini- 
mum amount required to maintain an orderly and uninterrupted flow 
of materiel at the current rate. 

These facts, taken together, lead to the conclusion that we cannot 
now escape a drastic decline of some 25 percent in fiscal 1960 and 1961 
military assistance deliveries to $1.8 billion or less. In short, we are 
approaching a pay-as-you-go basis. This means that annual deliveries 
will approximately equal annual appropriations, 

I cannot emphasize too strongly that this is not a matter of fiscal 
management or paper transactions but of actual deliveries of equip- 
ment and training urgently required to maintain the defense posture 
of the free world. The capabilities of our allies are directly affected 
by the amount of military assistance we can provide to supplement 
their own efforts. 

Since maintenance of forces in being must, of necessity, take first 
priority, a reduction of 25 percent in total military assistance means 
almost complete elimination of funds available for application to 
force modernization and delivery of advanced weapons. Viewing 
this situation with alarm, the Draper Committee predicted that its 
continuation— 


would mean that while most of the forces we now support would probably re- 
main in being, the national will to resist would be impaired, effective fighting 
strength would seriously decline and military risks would increase 
unacceptably— 


in short, that such a course of action would— 


amount to a fundamental change in U.S. national policy. It would imply a 
strategic retreat. 


To preclude such an outcome, the Committee found that— 


the annual cost of the military portion, below which we should not go, is about 
$2 billion— 


and recommended that— 


all possible steps be taken to close the dangerous gap between funds available 
and essential requirements in the military assistance program. 

As I indicated a moment ago, the executive branch did not ask for 
a supplemental appropriation to cover the additional $400 million 
which the Draper Committee recommended for the fiscal year 1960 
program for NATO modernization. Rather, it considered this re- 
quirement in developing the fiscal 1961 pro, —and compressed 
both within the $2 billion figure, so that difficult choices between 
undesirable alternatives had to be made in scaling down the program 
to permit any implementation of the urgent recommendations for ad- 
vanced weapons in the NATO area. 

The balance of my presentation today and much of those which will 
follow during these hearings will be devoted to a discussion of the 
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factors which have influenced the executive branch decision to request 
an appropriation of $2 billion for the fiscal year 1961 military assist- 
ance program. We hope thereby to clarify the fundamental premise 
upon which our plans are based; namely, that everything which has 
been accomplished is strengthening the defense posture of the free 
world—and hence our own national security—depends upon our abil- 
ity to help our allies maintain the forces made possible by previous 
military assistance and to provide for minimum force improvement 
projects. 

This will require annual appropriations of at least $2 billion for the 
next several years. In the absence of a corresponding reduction in 
the Communist threat, no lower level of military assistance will sup- 
port the global strategy of the United States, and enable us to main- 
tain and modernize the weapons system represented by our allied 
forces. 

In the face of the Sino-Soviet bloc threat, the United States has 
adopted a strategy dependent upon a forward force to deter and frus- 
trate enemy attack upon our frontline defenses and a central U.S. 
force responsible for deterring and retaliating against aggres- 
sion. Our calculations indicate that to maintain this strategy with- 
out major risk over a period of 5 years would require an expenditure 
of many billions of dollars over and above the expected input of our 
allies. 

Nevertheless, considering the political and economic factors both 
here and abroad, we concluded that no combination of allied and U.S. 
resources could be expected at this time to fill the entire gap between 
requirements and resources. Therefore, we initiated a reevaluation, 
in conjunction with CINCEUR and CINCPAC, so as to arrive at 
a plan for the next 5 years which would represent the best possible 
accommodation of three calculated risks: 

1. That a substantial percentage of total requirements might be 
deferred without changing the hadi framework of our national 
strategy. 

2. That diplomatic negotiations, cost-sharing and other arrange- 
ments could combine to support optimistic assumptions with respect 
to increased allied contribution—despite pressures for higher living 
standards in nations whose per capita gross national product is gen- 
erally one-quarter that of the United States. 

3. That the United States would, in recognition of its self-interest 
alone, be willing to help fill the gap by continuing military assistance 
deliveries at approximately the level of the past 4 years. 

On the basis of these assumptions, we revised our plans downward 
and we optimistically presumed that we would be successful in induc- 
ing a substantial rise in the European NATO contribution. 

As a result of the additional risks assumed in this readjustment, we 
finally narrowed the gap to $2 billion per year over the next 5 years. 
The only conclusion to be drawn then is that this $2 billion minimum 
annual requirements gap must be filled if that forward force of allied 
military strength is to remain a reliable part of our national strategy. 
This means that military assistance appropriations at the rate of 
approximately $2 billion per year for the next few years are as essen- 
tial to national security as the funds which support our own military 
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The specific details of the proposed program for fiscal 1961, and the 
accomplishments and commitments toward which the requested $2 
billion in new obligational authority will be applied is covered in 
detail in the presentation books which will be made available to the 
committee. Subsequent testimony will elaborate on the detailed pro- 
gram for each country. 

However, in very general terms, roughly $600 million is required to 
meet such relatively fixed costs as construction, training, mutual weap- 
ons development, infrastructure, and supply operations. 

Slightly more than $600 million is for force maintenance; that is, 
provision of spare parts, training ammunition, attrition replacements, 
and other maintenance of allied forces, primarily in the less-developed 
countries. The remaining $800 million is planned to improve the 
retaliatory and deterrent capability of our NATO partners and other 
key allies. More than half of this amount is for missiles, electronics, 
and advanced aircraft. 

By way of summary, I would like to emphasize two essential facts. 
First, we are not. proposing to increase the current rate of expenditures 
for military assistance. Quite the contrary. Our expenditures for 
both 1960 and 1961 will be $600 million a year less than the average 
of the previous 4 years. The reduction in our undelivered program 
makes it absolutely essential to obtain new obligating authority at 
the $2 billion level requested here, if we are to avoid a drastic weaken- 
ing of our position in the world. 

Second, the military assistance program is an integral part of our 
own defense. The Joint Chiefs make their strategic plans on the 
assumption that we can count upon the effective allied contribution 
made possible by our military assistance. As I noted at the beginning 
of this statement, the additional weapons system provided by mili- 
tary assistance, costs far less than any alternative means of increasing 
our own strength. 

There are two reasons for this: 

First, it costs far less to train, pay, and equip a soldier from any one 
of our allies than a U.S. soldier; second, our military assistance fills 
the gap between what our allies could do alone and what is needed 
to create a modern effective military machine. By providing this 
sine qua non, military assistance multiplies many times the dividends 
from our investment. 

Gentlemen, this concludes my prepared presentation on the military 
assistance program. In future testimony General Palmer and others 
will supply specific details on all aspects of the p m, but I will be 
happy to answer any questions you may have at this time. 

: (A classified statement was then presented to the committee by Mr. 
rwin. 

Mr. Sahai Before Chairman Morgan turns to the questioning, I 
would like to speak on one matter that occurred in the last couple of 
days, and also try to answer some of the questions that were asked 
yesterday. 

In answering those questions, if I have not done so fully I will try 
to expand on them if you wish, or if it is in more detail than I know, 
the regional people who will be testifying will try to do so. 

Yesterday, or the day before, figures on the military assistance 
programs for 1950 to 1960 were lis available to the press. 

Chairman Morean. It is this table that you have in front of you? 
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(The table referred to is as follows:) 
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MI“iTaRyY ASSISTANCE PROGRAM 


Value of programs and deliveries, fiscal years 1950-60, by area and country . 


[Thousands of dollars} 




























































































See footnotes at end of table. 











Programs ? Deliveries 
} ! 
Fiscal year | Fiscal years| Fiscal year | Fiscal year | Fiscal years} Estimated, 
1959 1950-59 1960 1959 1950-59 fiscal year 
1960 
I eee lente | a ra 
pf | ees ees | 1; 804, 442 | 26, 078, 945 1, 473, 687 2, 495, 916 | 23, 323, 443 2, 069, 671 
brett ti ck dks. 411, 639 | 13, 704, 990 375, 725 570, 383 | 12, 796, 602 665, 349 
Sk bidiwcdddsgns 3, 150 1, 214, 051 (4) 14,175 1, 162, 821 16, 653 
TE icin 7, 258 | 528, 733 36, 125 29, 532 445, 154 48, 320 
ETE acenenscaooneu 35.795 | 4, 502,053 (4) 116,016 | 4,337,135 113, 819 
a itl | 12, 974 919, 403 478 ® 10, 854 891, 923 26, 528 
Enel ie 112,344 | 1,993, 008 141, 367 108,326 | 1,847, 407 137, 416 
Luxembourg-...........-- 5 8, 274 2 183 8, 191 
Netherlands 3__........... 63, 649 1, 237, 604 36, 390 25, 520 1, 093, 422 57, 911 
Norway ........-.......-. | 37992 | "660,265 35, 965 38,(34 | 622,701 384 
I a ids tnienSle } 8, 641 295, 166 10, 135 17, 037 284, 211 7, 856 
— a csi 31, 008 407, 018 24, 563 56, 713 315, 294 942 
nited Kingdom. ._....-. | 80, 191 1, 077, 486 26, 973 157, 367 952, 453 131, 875 
I I al PS fae 61,914 BE Ms Voinnet ieee 
Undistributed..........-- 18, 632 137, 761 63, 727 20, 248 111, 722 27, 561 
SE cniictcathinsiiarrarn\insottenucnaiaeee 13, 777 48, 619 15, 321 7, 599 32, 934 13, 950 
Ga 9, 641 | 42, 156 8, 301 5, 844 28, 968 8, 286 
BME Oink cbcddncliawen 15 998 466 14 1, C00 336 
0 ee a a oe 595 1,7 678 317 1, 542 757 
Fo cla tenes al ciatnve gaseeaiae SPD. = Ti leicberates teaches acieinhlie tel 736 
RR: Sooo ne Oe ee ee dak Jeeneeen-u---} 2 7 J --+-~-------]--------=--- 3 
eae ae 3, 300 | 3, 390 (4) 1,318 1,318 3, 729 
Undistributed_.-........- 226 226 5, 869 106 106 103 
Near East and South Asia_- 427, 459 3, 769, 600 268, 528 534,668 | 3,254, 218 419, 518 
Ea 102, 656 980, 101 53, 864 92, 462 861, 607 112, 592 
WAAR ode een casinsici 95, 116 464, 439 51, 328 99, 338 343, 847 84, 210 
a ccnisles Bespin ata niee A  iccissialinnetivninnes 974 8 8 eee 
Ss ere eee. Oe 900 936 35 385 385 518 
ala erect 560 12, 660 5, 163 2, 326 11, 102 2, 182 
1, 366 7, 806 (4) 3, 853 7, 050 612 
(4) (*) (*) (*) (4) (*) 
(#) (*) (*) (*) (4) (*) 
147, 820 1, 717, 231 104. 463 216, 844 1, 546, 200 136, 510 
79, 041 536, 666 53, 675 118, 486 434, 82, 894 
—— —JS=—> | —$— |« ——_=——————— —————————— SS 
SUR AER S EN st Oe 803, 206 | 6, 202, 235 593, 862 831, 019 5, 281, 204 $12, 367 
Se So too. «ura cedsdttunca coe BE EE Nowlidiacansso= 25, 238 25, 238 7, 262 
ee 4, 435 69, 496 5, 116 4,817 64, 338 5, 811 
China (Taiwan) --......-- 333, 305 2, 056, 930 92, 381 290, 140 1, 789, 131 206, 508 
Mepaa on i a kU AL PU OEE Vncinickuonte 6 2,038 736, G86 fiswrudi...-- 
I cai el cal 78, 315 711, 557 85, 928 106, 067 506, 571 115, 174 
Rb SBR RES, EE ORE. 205, 686 1, 291, 947 208, 993 215, 361 1, 062, 270 254, 456 
Sn dcebthd bn ptikiebeehes | (4) (‘) (4) (*) (*) (‘) 
FET MII... 5 i cee ernd on bee ccna chee dln wate ade binndthens bith bite iubien tate atil 
Philippines__............- 21, 960 238, 257 18, 961 22, 346 219, 422 21,770 
Se aa 17, 852 304, 718 24, 782 17, 914 281, 747 24, 396 
yee too) Se osc 45, 855 496, 265 45, 116 47, 758 424,181 74, 482 
Undistributed-_........-- 95, 798 284, 551 112, 585 103, 416 192, 292 102, 508 
Latin America-...........-- 53, 769 423, 780 68, 944 52, 983 347, 821 69, 951 
Ainge 9 52 2b th A Set OR Te nh eae tee 223 
EE fa tiriani ns ockstmnidatnnining 24, 261 167, 881 17, 664 13, 142 144, 411 27, 364 
Se tec bccdenunekaak 5, 388 50, 498 6, 367 6, 759 43, 793 5, 888 
IN ii scctid lien sie 1, 964 30, 532 4, 341 2,718 27, 717 3, 281 
NL edn ee BE An spt di anes tobknein 9 
ee. ee So 576 | 16,490 bo sae oc. 543 15, 694 | 249 
Dominican Republic-..--- 28 8, 249 470 1, 089 7, 846 445 
Ss ain ie 3 acs ci ndteeanoe: 4, 048 21, 911 2, 978 3, 055 16, 534 3, 874 
el Pelwahor. «5555 353.45) dh 5-5 Rebeka Lg ate Roe, Let ae Bil az 69 
Guatemeins 8... 104 | 913 711 107 843 405 
BE Siekac sticiceddcdn 149 1, 682 729 47 1, 547 255 
TEORORING.. cannedeencacinte 31 i 768 331 62 726 | 154 
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MrnitaRy ASSISTANCE PRoGRAM—Continued 


Value of programs and deliveries, fiscal years 1950-60, by area and country ‘— 














Continued 
[Thousands of dollars] 
Programs 2 Deliveries 

Fiscal year |Fiseal years} Fiscal year | Fiscal year | Fiscal years} Estimated, 

1959 1950-59 1960 1959 1950-59 fiseal year 

1960 
Worldwide—Continued | 

Latin America—Continued J 
i cial Ri Bele ied 3, 535 3, 347 485 1, 102 3, 051 
Nicaragua. .............-. lll 1, 190 410 138 1,154 222 
NS. 3.55 i iat Esa bedce beds 257 M4 13 147 161 

RAS nates ance ntcinbaname 5, 797 54, 337 7, 352 4, 900 48, 048 4,054 
I ae ble ieee hied 4, 657 26, 877 3, 466 5, 165 22, 457 2, 183 
Venezuela §__............. 5, 500 35, 382 14, 000 13, 272 13, 272 17, 393 
Undistributed__.........- 1, 155 3, 338 204 1, 488 2, 530 671 
SUOIEE <n 90-apoagesss- 282,753 | 1,824, 102 346, 261 499, 264 | 1, 610, 664 88, 536 
Administrative expenses 23, 217 209, 827 25, 000 24, 621 203, 256 23, 804 

Interregional interna- 

tional military head- 

quarters agencies______. 7, 620 41, 207 8, 000 6, 644 36, 593 8, 258 
MAP-owned property _-_- 73, 089 | , 6 {eae 332, 965 444, 491 $ 114, 683 
Modgerninetiem........-- LORS i530 22. PO sti eR ene 18, 004 
Mutual weapons develop- 

ment program } 

CRW PE) bb de dacennowes 45, 529 202, 122 33, 010 43, 439 115, 648 | 37, 500 
NATO infrastructure____- 89, 961 667, 512 70, 000 54, 637 506, 804 65, 000 
nee eee j 

upply Services Agency | 

(NMSSA) 8.. 22222 2. |------co---=f---nsd---n— AS) QMS) Soe ee eS 10, 600 
Weapons production pro- | | 4 

gram (WPP)......-.:.- 8, 380 | 88, 346 66, 200 | 18, 063 55, 018 | 16, 402 
Miscellaneous nonre- 

ids apie ibey hss 34, 957 269, 256 32, 048 18, 895 248, 854 23, 651 
Programs under develop- 

Rk ei 6k Suton edhe cellh ~dicsg athete bane EE pirscurtate tiiianataainiaeitten Altice cinaiemaed 

Worldwide funding adjust- 
WO 6 ini ie a cdtnaestes 6 188, 161 105,619 | % 194,954 











1 Includes programs and deliveries of stocks excess to the requirements of the U.S. military departments 
valued at acquisition cost and purchases of military equipment and supplies initially financed with MAP 
funds. Deliveries also embrace expenditures for services; for example, ‘“Training.” 


2 The fact that there is a military assistance program for a country is not to be construed as a commitment 
of the United States. 


3 Part credit financing. 

4 Included in “Undistributed.” 
6 All credit financing. 

6 Indicates negative amount. 


Mr. Irwin. This was in response to the wishes last year urged. on 
us by the Congress to declassify the military assistance program. I 
regret that it was put out just before this committee convened on 
military assistance. I personally would have preferred to bring it to 
the committee and release it at the time it was turned into the com- 
mittee. But my office is responsible for having done so, I accept that 
responsibility, I apologize to the committee fr not having brought 
the figures in here first and then released them. 

Our purpose was to be responsive to your and the House and Sen- 
ate’s wishes of last year, and that is the purpose of these figures. 

Chairman Morean. Mr. Irwin, of course many members first saw 
this last night in the Washington Star. The first I had seen any 
mention of it was in the New York Times this morning. We were 
taken somewhat by surprise when these figures were released without 
the committee having seen them, especially when yesterday we had 
the Secretary of Defense before the committee. I realize the state- 
ment was released some time yesterday afternoon, but I myself re- 
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ceived several calls from the press last night asking questions about 
this very release, and I knew nothing whatsoever about it. I realize 
mistakes can be made. 

The New York Times article this morning gives credit for this 
release to the pressure brought to bear upon Congress last year. 

Do you believe that the Pentagon was forced into releasing this b 
congressional pressure; is that the reason we have this release today? 

Mr. Irwin. I would say congressional influence played a large part 
in it. I think there has been a reluctance, primarily a foreign sale 
reluctance, in releasing these figures, in that one country would see 
what its neighbor was getting, which might result in competition to 
increase the amounts. 

Chairman Morean. According to the New York Times article: 

Publication of the figures on military assistance represented by a change in 
the Government’s secret policy, a change made in response to growing congres- 
sional pressure. In the past years members of congressional committees have 
been given classified country-by-country breakdowns on military assistance 
spending. But the figures usually were always kept secret from the public. 
Last year in a mood of rising impatience with what it regarded as pointless 
secrecy Congress threatened to pass a law requiring publication. This eventually 
was softened to let the administration publish the facts at its own discretion. 

What action was threatened by Congress last year? 

Mr. Irwin. I am not fully familiar with the details. 

Chairman Morean. Mr, Irwin, some of these facts on this sheet re- 
lating to a 9-year period are very startling. Take, for instance, the 
aid we gave France during the period from 1950 to 1959, which 
amounts to over $4 billion in military aid alone. 

Mr. Irwin. One point of explanation on the figures: I am not 
equipped to speak to the specific country figures, but these figures in- 
clude the value of excess stocks that have been made available to the 
countries. These figures include all that material which our various 
services have declared to be excess to their mobilization needs and, 
therefore, were made available to MAP without cost except for re- 
habilitation and transportation. 

You must add figures for the value of excess stocks to the actual 
appropriation figures to reach these total figures. Each year the 

ks that are given to Congress contain both figures. It would be 
necessary to add them both to reach this total. 

Chairman Morean. Considering the amount that France got dur- 
ing the last 10 years, I would like to ask General Lemnitzer this 
question : 

Is General de Gaulle really willing to cooperate and make NATO 
strong or does he want to use NATO for bargaining purposes to in- 
crease his own prestige? I would like to have your opinion. 


STATEMENT OF GEN. LYMAN L. LEMNITZER, CHIEF OF STAFF, 
U.S. ARMY 


General Lemnrrzer. I don’t think there is any doubt but that Gen- 
eral de Gaulle is interested in strengthening France. He is a mili- 
tary man and I think he understands the importance of NATO in 
the defense of France. I can only point out that if you compare 
France of several years ago—its stability and strength—with France 
today, I think we have a much more stable and a stronger Govern- 
ment today under his guidance than we have had before. 


Ay 5 OO SE eee tlc(i( 


OP weet oe 


ani- 
ili- 


Are 
nce 
rmn- 


MUTUAL SECURITY ACT OF 1960 117 


I don’t think there is any doubt about his sincere desire to improve 
the national security of France. I don’t know that that answers your 
question. Only General de Gaulle could answer it specifically, but 
that is my impression. I think it is the impression of many others. 

I happened to have worked closely with General de Gaulle dur- 
ing the war. I don’t think that his philosophy and outlook on life 
has changed in the slightest since that time. 

We had our problems during the war with him, but there was no 
doubt in our minds in working with him in England and North 
Africa, and in the invasion of southern France, that it was his sin- 
cere desire to put France back in the position of national prestige 
to which he thought France was entitled. 

[Security deletion. ] 

Chairman Morgan. Mr. Irwin, I can understand the benefit result- 
ing from having more planning program in each country done by a 
country team, but on page 7 you refer to the Draper Commission’s 
recommendations that more programing be done by a unified com- 
mander in the Pacific, in Hawaii, and EUCOM in Paris. 

Why is it better to have two headquarters staffs in Hawaii and 
Paris rather than a single staff herein Washington ? 

Mr. Irwin. Actually, they already have two programing staffs. 
EUCOM has had a good programing staff, and any further question 
on EUCOM programing f can turn over to General Palmer because 
it was his staff for many months. CINCPAC has likewise had a 
staff which in the past was smaller and has not had the same magni- 
tude of problems as EUCOM. But the idea of programing in the 
field is to have the unified commands assemble and coordinate all the 
country programs under them so that there is a well coordinated 
overall plan in the field before it comes into Washington for review. 

I don’t think it adds a great deal in overhead, but it gives more of 
a military balance to the country programs as they are developed. 

General Lemnrrzer. I think that the higher level planning for 
the military assistance program is very much like the _e 
that the Joint Chiefs of Staff do. They do it on a general and globa 
basis. But there is no one as familiar with the Armed Forces of the 
nations that are encompassed in a unified command area as the 
unified commander and his staff. He is the one who makes the con- 
tingency plans for the operations in his theater of operations. 

In the preparation of those plans he includes the operations in 
support of the allied forces that happen to be in his particular area. 
He is in close contact with them and knows their capabilities and their 
limitations. As a matter of fact, I advocated, after being a unified 
commander in the Far East Command, a greater decentralization to 
the field for the reason that I felt, and still do, that the man on the 
spot who is responsible for developing the plans for his particular 
area knows more about the detailed requirements than people back 
here in Washington. 

Chairman Morean. There is bound to be a lot of duplication. 

General Lemnrrzer. I don’t think so. It is the question of level 
of planning. The unified commander makes contingency plans for 
various contingencies in his area of responsibility for all that he can 
foresee. Those are developed in greater detail than any plannin 
Se 2 done here in Washington. He submits them here. All o 
them do. 
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The contingency plans are submitted to the Joint Chiefs of Staff 
for approval. If they consider that there is some lack of coordina- 
tion or if the plans don’t fit in exactly with those of an adjacent uni- 
fied commander or overall, the necessary adjustments are made in the 
plans by the Joint Chiefs of Staff. 

Chairman Morean. Mrs. Bolton. 

Mr. Irwin. May I inquire if you want me to answer any of the 
questions that were brought up } yesterday? It will take a little time. 

Chairman Morcan. How many questions do you have? 

Mr. Irwin. I have several. 

Chairman Morcan. Maybe we could insert those inthe record. We 
are going to have a difficult time to get around so that all members can 
ask questions. 

(The following questions and answers in response to questions asked 
by Mrs. Kelly during testimony of Feb. 23, 1960, have been supplied 
by the Department of Defense for inclusion in the record (see pp. 
79-81): 

Question. What is the U.S. percentage share of the weapons production 
program ? 

Answer. In the case of the eombined Hawk and Sidewinder programs, the 
U.S. percentage share of the total programs is 10 percent. We cannot expect 
as low a percentage as this on all projects. However, every effort is being 
made to shift the burden of cost to the producer nations. 

Question. Which European nation offered to produce a certain weapon (Side- 
winder and Hawk) without any U.S. assistance and why was it not accepted? 

Answer. No country has offered to produce the Sidewinder or Hawk without 
any U.S. assistance. A Danish private company did offer to produce Sidewinder 
but not without considerable U.S. assistance. 

Question. What is the U.S. percentage of the cost-sharing of MWDP? 

Answer. The U.S. percentage of cost-sharing programs in MWDP is approxi- 
mately 50 percent. 

Chairman Morean. Mrs. Bolton. 

Mrs. Botton. I wanted to ask you on the matter of France. How 
about the complication she makes for us in north Africa? Who is 
balancing this up against all this $4 billion ? 

Mr. Irwin. That is the critical question with France. It has really 
been a critical question. You might say one of our basic philosoph- 
ical problems since the war is “How do we stand for what the United 
States has always stood for with respect to individual countries seek- 
ing their freedom and, on the other hand, maintain our friendship 
and support with our old and in many cases our most trusted allies?” 

England and France serve as two good examples. England has 
been able to work out its colonial problems rather well. France, 
under General de Gaulle, solved its colonial problems in much of 
Africa, south of the Sahara, but there remains the terrible dilemma 
in Algeria. France, both before and after General de Gaulle, has 
mitigated, you might say, the circumstances in Tunisia and Morocco, 
but how De Gaulle will answer the Algerian question I just don’t 
know. We hope he will succeed. 

Mrs. Bouron. All the countries that are coming into their freedom 
in Africa are very definitely out of sorts with us in consequence of our 
support of France. Each country that comes out increases that, and 
it is spiralling and spiralling. If we are not careful we will lose 
Africa. 

The Near East, of course, is ablaze with it. It goes out to the Far 
East. It seems to me that it is one of the most important matters 
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facing us. Somewhere along the line it has to be solved, and soon, 
for we are losing on every hand largely because we do not face up to it. 

You speak of the Military Assistance Institute just briefly. What 
has been accomplished ? 

Mr. Irwin. They have 10 classes a year of approximately a month, 
4 weeks each, about 100 in each class. It is situated in Arlington 
Towers, not far from the Pentagon. 

Chairman Morean. You remember last year a subcommittee of the 
Committee on Post Office and Civil Service investigated the Institute. 

Mr. Irwrty. We are very pleased with the results. The field has 
spoken well of the graduates. We think the initial training they get 
at the Military Assistance Institute adds greatly to their competence 
and makes them more effective in the short time that some of them 
are in the field. 

Mrs. Botron. I wanted to have something about it in the record. 
Thank you, Mr. Chairman. 

(The information appears on p. 146.) 

Chairman Morean. Mr. Carnahan. 

Mr. Carnauan. I wanted a question or two on page 21 of your 
statement. 

Of the relatively fixed amount of [security deletion] million dollars 
required you say mostly in the less developed countries [security 
deletion] percent of this amount is needed to support our Far Eastern 
allies, chiefly Korea and Taiwan. It is near the end of the statement. 

Mr. Irwin. [Security deletion] is needed to support our Far East- 
ern allies. 

Mr, CarnaHan. What is the division between Korea and Taiwan? 

Mr. Irwiy. I don’t know. 

[Security deletion. | 

Mr. Carn AHAN. Then I notice you state that [security deletion] 
percent is required for equipment ‘and supplies to support the daily 
operation and maintenance of forces in Greece and Tu iiey, 

Mr. Irwin. The remaining [security deletion] percent is scattered. 

Mr. Carnanwan. It seems a little out of balance that [security 
deletion] percent goes to Korea and Taiwan and perhaps around, a 
little less than [security deletion] percent to Greece ig Turkey. I 
suppose the internal situations in the two countries account for that 
difference ? 

Mr. Irwin. Yes, sir. It is a question of what is necessary to main- 
tain the forces that are in bein 

General Lemnirzer. I think another feature of it is that in Korea 
you have a state of suspended war. Greece and Turkey are relatively 
at peace. The Korean forces are deployed along the 155 miles of 
the demilitarized zone and are operational in every respect and in 
the face of the enemy. 

Mr. Irwin. There is some percentage that goes elsewhere—— 

Mr. Carnanan. Yes, you said it went chiefly to those two. How 
do the forces in being in the two sets of two countries compare, that 
is, Korea and Taiwan, how do the forces in being in Korea and Taiwan 
compare with the forces in being in Greece and Turkey ! 

r. Inwrn. Korea has [security deletion] divisions. The Chinese 
Nationalists have something like [security deletion] divisions [se- 
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curity deletion]. Last year the Chinese Government achieved a re- 
duction of [security deletion], I believe [security deletion ]. 

Turkey has [security deletion] divisions in being. Greece has 
about [security deletion]. This doesn’t necessarily mean that they 
have the same overall manpower. 

Korea and Taiwan have about the same number of men in their 
forces [security deletion]. 

Mr. Carnauan. It would appear that perhaps we are getting more 
for our money in Greece and Turkey than especially in Taiwan. 

[Security deletion. ] 

Mr. Carnanan. Thank you, Mr. Chairman. 

Chairman Morean. Mr. Merrow. 

Mr. Merrow. Thank you, Mr. Chairman. 

Mr. Irwin, I think that you made a very good statement. Certainly 
you put in many details this morning. 

In the section that begins on page 13 entitled “Level of Appropria- 
tions” you refer to the minimum level which, of course, is the $2 
billion, and state that these findings and recommendations were based 
on careful consideration of the present status of the program, and 
then you have listed on the next page, five reasons and go on to discuss 
that in some detail. 

You say: 

This will require an annual appropriation of at least $2 billion for the next 
several years * * * 


and toward the conclusion stated that— 


This means that military assistance appropriations at the rate of approximately 
$2 billion per year for the next few years are as essential to the national security 
as the funds which support our own military forces * * * 

My question in connection with the presentation of the reasons why 
this in your opinion is a minimum and why it is as essential as the 
funds which we use for our own military forces, the question is 
aguin, he this secret or why couldn’t these arguments be used for the 
public? 

I am trying to figure out why this is secret in here, the arguments 
for this minimum appropriation. 

Mr. Irwin. I have, Mr. Merrow, presented to the committee an 
unclassified version of this statement. 

Mr. Merrow. Excuse me. 

Mr. Irwtn. Whether or not these arguments are all in there, I 
am. not exactly certain. 

But, on the question you asked, sir, military assistance is needed, 
because it is part of our overall foreign policy and defense posture 
throughout the world. As I said in the statement, the military count, 
our military people count on military assistance to equip forces abroad 
that will be available for assistance in any war or limited war that 
might come about. There are also intangible factors. 

If we cut down our military assistance to the countries, particu- 
larly if we cut them down, for example, in NATO, we do so at a 
time when conventional weapons are being replaced with strategic 
weapons. 

If the United States figuratively says to Europe: “We are not plan- 
ning to help you achieve modern capability, but both we and Russia 
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are achieving it as fast as we can,” it seems to me that over a period of 
time we will create greater pressure for neutralism among our allies. 

I think the military assistance is required not only because of the 
military advantages it gives to our own forces, but also because it 
has a profound effect on our overall national foreign policy. 

Mr. Farsstetn. Will the gentleman yield, please, to one point, Mr. 
Merrow ¢ 

Mr. Merrow. Yes. 

Mr. Farsstern. That despite the fact that the country may be able 
to afford any increase in type of weapons or betterment of weapons ? 

Mr. Irwin. No, sir, except to the extent I spoke to that particular 
point in my statement. Our policy is to eliminate military assistance 
over a period of time in those countries which can pay for it. We have 
made no new materiel commitments for the 1961 program to [security 
deletion]. 

There are certain funds in the program for some of those countries 
but they are for past commitments. 

We hope to continue to move in that direction. There are other 
countries that are better off, much better off today than they were a 
few years ago. You can point to Belgium and the Netherlands, Italy, 
Portugal [security deletion ]. 

We are trying to focus what aid we do give in cost-sharing projects 
so that it will get them to assume part of the costs of the project. and 
increase their budget to do so. 

Italy has agreed to increase its budget by about 20 percent over a 
period of 5 years, starting, I think, with 1960. The Belgians have 
talked about increasing their budget. Whether or not they will be able 
to do so, I don’t know. 

There is a similar situation in the Netherlands. We are working 
toward that goal. It is a question of judgment. In a large measure 
it is the judgment of the State Department and the Treasury Depart- 
ment, and to a lesser degree our own judgment, as to when and how 
best to implement cutoffs of programs into these countries. 

We have cut off the supply of spare parts to some countries and 
have a phased plan of cutting off spare parts to other countries. 

At the same time, I would think it would be right to point out that 
we are trying to get our allies to undertake their own aid programs. 
Take Italy for example, the United States is urging Italy to increase 
its contribution to underdeveloped countries. We think they should. 

We are asking Italy to lower their tariffs to be more liberal in the 
import of dollar goods. [Security deletion. ] 

n other words, there are many facets to the problem of which the 
military assistance is only one. 

T assure you, we are working in the right direction. 

Your question, of course, is, “Are we going fast enough?” We are 
going as fast as we think we can. I assure you we want to go as fast 
as we possibly can. 

Mr. Merrow. I think my time is up, Mr. Chairman. 

Mr. Farsste1n. You can have my time, Mr. Merrow. 

Mr. Merrow. It was very interesting. 

Chairman Morgan. Mr. Zablocki. 

Mr. Zastocki. I would like to pursue the question asked by Mr. 
Carnahan. The [security delation! percent referred to on page 21. 
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In reply to his question, we were advised that: Korea is scheduled to 
receive for its programs in fiscal 1961 [security deletion]. 

Comparing these amounts to the figures for fiscal 1960, in the charts 
unfortunately made public, Korea received $208 million and Taiwan 
$92 million, is that correct ? 

General Lemnirzer. Yes, that is what the chart shows. 

Mr. Zastockt. Therefore, there is a reduction in the program for 
Korea of |security deletion] million and a reduction in the Taiwan 
program of roughly | security deletion | million. 

Is that a cutback in the military program not only for these two 
countries but also for the Far East countries? 

Are all the other countries in the Far East cut back and, if so, why 
is the military program increased, if there isa cutback ? 

_ Mr. Irwin. I don’t know the detailed answer, Mr. Zablocki, but 
Congress, as you know, voted an appropriation last year of $1.3 bil- 
lion. We had requested $1.6 billion. We requested what we thought 
was the barest minimum. I think we in the program would have 
liked to have requested more. But we requested the barest minimum 
of $1.6 billion not to prejudice the Draper Committee review of the 
matter. The Draper Committee came out with a recommendation for 
an additional $400 million for fiscal year 1960. We tried to consoli- 
date it as best we could with 1960. 

So, you might say if we had gotten our request of $1.6 billion and 
if you had added on the Draper recommendation, probably these 
figures over a period of time would have been higher. 


STATEMENT OF ADM. E. J. O'DONNELL, U.S. NAVY, REGIONAL DI- 
RECTOR, FAR EAST, OFFICE OF THE ASSISTANT SECRETARY OF 
DEFENSE FOR INTERNATIONAL SECURITY AFFAIRS 


Admiral O’Donnett. The overall figures for the program in China, 
Taiwan, wound up in fiscal 1960 to a total of $90 million excluding 
excess stocks. For fiscal year 1961, we are requesting an increase to 
[security deletion ]. 

Mr. Zastocki. Are the figures that we have before us inaccurate? 

The $92 million figure in the chart published yesterday—is it accu- 
rate? 

Admiral O’Donnetu. I had nothing to do with that. 

Mr. Zastockt. The chart is useless if the amounts are not accurate. 

Mr. Irwry. Mr. Zablocki, again we will get you exact figures. As 
I explained when this chart was given out, this includes the value of 
excess stocks that are furnished free to the MAP program. Material 
that is excess to our three services, that is, above their mobilization re- 
quirements, is furnished free to the military assistance program. But 
it is added into these figures at cost. So that these figures represent 
MAP appropriations alts the value of excess equipment that came 
free tothe program. So to get a correct figure—— 

Mr. Zastocki. What do you mean “it came to the program free” 
If we are authorizing an amount and an amount is appropriated, why 
is it free? Why has the amount been included ? 

Mr. Irwty. Each year in the presentation books, as they will be this 
year, there are two figures. One of them is the amount of the new 
appropriation for a country and the other is the amount of excess 
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equipment that has been made available by the services to the program 
free of charge except for rehabilitation. 

In other words, we do not pay military assistance funds for an air- 
craft that the Air Force has declared excess to its needs. 

Mr. Zas.iocki. But it is charged to the program. 

Mr. Irwin. No. It is added to the amount reported in order to give 
a true picture of total assistance. 

Mr. Zasviocki. Mr. Chairman, I am afraid we are running afield 
from the question. 

My question was, is the pattern of a cutback in the 1961 program 
compared to the 1960 program as pointed out in the case of Taiwan 
and Korea also applicable for the other countries in the Far East. If 
that is true, then how do we come to the greater amount requested in 
fiscal 1961 ¢ 

Admiral Q’Donnett. The actual programing, actual dollars where 
appropriated funds are used, Mr. Zablocki, as I said before, in Taiwan 
for the fiscal year 1960 program, the actual program wound up as 
$90 million and we are requesting an increase this year [security 
deletion |. 

For Korea the actual program wound up as $206 million and we are 
asking this year for an increase to [security deletion ]. 

Mr. Zanvockt. Those are the dollar figures given in reply to the 
questions of Mr. Carnahan. [Security deletion. ] 

Admiral O’Donnett. That was about the worldwide spare parts. 
Mr. Carnahan asked about that, I believe. 

Mr. Irwin. Mr. Carnahan asked about the $573 million. 

Mr. Zas.ockt. It is not the entire program. 

Mr. Irwin. No. 

Mr. Zastockt. If I have time—— 

Chairman Morean. One more question. 

Mr. Zastockt. Mr, Chairman, on page 17 Mr. Irwin compares the 
Soviet military budget of approximately [security deletion] for 
which they have [security deletion] our defense total which amounts 
to over $60 billion for 200 divisions. 

Why is it the Soviets get [security deletion] more divisions than 
we do for approximately the same amount of expenditure ? 

General Lemnrrzer. A large part of the forces of the Communist 
bloc is made up of Red Chinese divisions. I am sure their cost cannot 
be compared to the cost of United States or allied divisions. 

Mr. Zas.ocki. It was pointed out that per capita military person- 
nel cost of Far East forces costs much less to equip than a U.S. soldier. 
Would not this fact bring down the cost ? 

General Lemntrzer. We are getting very great value in return for 
the military aid we are providing in the Far East in the Republic of 
China, Vietnam, and in Korea. 

Mr. Zastockt. How many—— 

General Lewntrzer. I don’t think you can compare Communist 
cost figures with those throughout the free world. I don’t have a 
great deal of confidence in a cost figure that indicates what is re- 
quired to support a Russian division. 

Mr. Zasiocki. What then was the purpose of presenting this com- 
parison ¢ 

Mr. Irwin. To give an order of magnitude of what the two efforts 
were. 
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Mr. Zasiockr. One final question referring to page 22, I request 
the committee be given a breakdown of those countries where military 
assistance is provided primarily to achieve U.S. base rights and for 
reasons of foreign policy, a breakdown for the $60 million figure, 
for the record. 

Chairman Morean. Will you furnish that? 

(A classified memorandum was subsequently supplied in response 
to Mr. Zablocki’s request.) 

Mr. Irwin. Let me see where it is. 

Mr. Jupp. It is in the middle of page 22. 

Mrs. Cuurcu. Will the gentleman yield ? 

Mr. Zasiocki. If I have time, I will be delighted. 

Mrs. Cuurcu. I think that corresponds to the question that I sought 
an answer to yesterday. The answer may be among those referred 
toearlier. It should have been. 

Mr. Irwin. Yes. 

Now, Mrs. Church asked yesterday how much of the 1961 program 
is specifically attributed to countries, of this amount how much is for 
countries with whom the United States has collective defense 
agreements. 

Mrs. Cuurcu. Does not have collective agreements. 

Mr. Irwin. In the 1961 program, $1.6 billion is programed specifi- 
cally to countries. Of this amount $1,395 million is to countries 
with whom the United States has multilateral or bilateral collective 
defense agreements. The remaining $234 million are for countries 
with whom the United States has no collective defense arrangements. 


Of this $234 million [security deletion] of it is to Vietnam; 
[security deletion] of it goes to Iran; the rest is scattered among such 


countries as [security deletion] to Spain, and other countries such as 
[security deletion], Cambodia, [security deletion], Laos, Liberia, 
Libya, Tunisia, Morocco, Saudi Arabia, and Jordan. 

Mrs. Cuurcu. Do we not have agreements with some of those 
countries? Have we not some nature of agreement with Iran? 

Mr. Irwin. We have no collective defense agreement. We have 
a military assistance agreement. 

Mr. Jupp. How about SEATO? 

Mr. Irwin. SEATO ccuntries are included. 

Mr. Jupp. Isn’t Vietnam a member? 

Mr. Irwin. No, sir. The Indochina States are not members of 
SEATO, but SEATO extends a protecting umbrella over them. 

I think generally speaking most people think of Vietnam and 
Iran and Spain as being closely allied to us. Iran is in CENTO 
but technically we are not a member of CENTO. 

Mrs. Cuurcu. If the gentleman will yield further-—— 

Chairman Moraan. The gentleman’s time has expired. 

Dr. Judd. 

Mr. Jupp. With respect to this release of the figures on amounts 
of aid given to each country, may I say that it is not only unfortunate 
that it was not first presented to the committee. I think it was un- 
fortunate that the release was issued at all in such detail. If any- 
body thinks that by this release we are going to lessen the opposition 
or the criticisms either at home or in the Congress or abroad among 
both par allies and our enemies, then I think he will prove gravely 
mistaken. 
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I don’t like to be associated with any alleged congressional pres- 
sure to have this kind of material declassified. 

Much information on individual projects has been, I think, un- 
necessarily classified perhaps to cover up mistakes; but data as com- 
plicated and up to date as this, I repeat, will I think, prove to be 
exceedingly mischievous in considering the whole program. 

Mrs. Ketuy. I would like to associate myself with my colleague. 

I do not think that was the intent of Congress. 

Mr. Jupp. We were not after this kind of stuff. It is like making 
your operational plans available in a war. 

I wonder, General, if you saw an article in this week’s Look maga- 
zine about our allegedly forgotten Korean troops? 

General Lemnirzer. I commented on that article yesterday. 

Chairman Morean. There was a very good statement, by the Gen- 
eral in yesterday’s record. 

Mr. Jupp. That was another mischievous article, I am glad it 
was covered. I will read your comments. 

General Lemnirzer. I think this is an example of a newspaper 
reporter going around and getting odd pessimistic comments from 
a few people and then building them up into something not at all 
representative of the actual situation. 

Mr. Jupp. On page 13 you talk of the advanced weapons needed 
in Europe. Isn’t there also a substantial program for more ad- 
vanced weapons for both our forces and:the Korean forces in Korea? 

Mr. Irwin. Yes, sir. As funds are cut, they suffer in part. Most 
of the modernization in Korea and Taiwan is related to [security 
deletion | defense. 

Mr. Jupp. There is a figure in your statement of 14 U.S. divisions. 
Is our total land strength down to 14 divisions now? 

General Lemnirzer. Yes, sir. 

Mr. Jupp. How many of those—— 

General Lemnirzer. It does not include the Marines. There are 
three Marine divisions. 

Mr. Jupp. How many of these are in Europe now ? 

General Lemnirzer. Five U.S. Army divisions are in Europe; two 
in Korea; one in Hawaii, and the remainder are here in the Dnited 
States. Three divisions constitute the Strategic Army Corps here in 
the United States which is kept in a high state of readiness for move- 
ment to any area when they may be required. 

Mr. Jupp. Mr. Irwin, I would like to ask where in your classifica- 
tion of four types of countries you would place the Latin American 
countries, for which we have provided a half billion dollars almost ? 
Do they come under the grants that are for political purposes? 

Mr. Irwtw. I think they would come under a mixture of the second, 
third, and fourth categories. 

Mr. Jupp. Their own internal security may be one—— 

Mr. Irwin. Some stability is needed in the area. It would also in- 
clude bases—category 2 would be bases. [Security deletion. } 

There are some bases in the Caribbean and we havea missile tracking 
station off Brazil. There are some other countries, I think, that are 
more in the foreign policy field. 

Mr. Jupp. You speak on page 29 of the Hawk missile system. I 
am not familiar with that. 
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Mr. Irwin. The Hawk is the surface-to-air Army missile. 

General Lemnirzer. I can explain it. The Hawk is the very latest 
U.S. surface-to-air missile, probably one of the most effective ever de-~ 
veloped anywhere in the world. It is particularly effective against 
low-flying aircraft. It is a self-seeker type of missile. 

It is the type of missile that was recently described in the press as 
shooting down another missile. That was a Hawk missile. 

Mr. Jupp. That $79 million is all going into Europe? 

General Lemnirzgsr. Part of it is going into a consortium—Mr. 
Irwin knows more about this than I do—to build their own Hawk 
missiles. In other words, the companies which are involved are going 
to, with our technical assistance, build up the production facilities in 
Europe, and then the European countries will buy their own Hawk 
missiles from that production. This is not to say that we are not put- 
ting the Hawk in our own U.S. Army units, because we are. One of 
our high priority battalions will be going to Korea at an early date. 

Mr. Irwin. This gets, Dr. Judd, into a question that Mrs. Kelly 
asked yesterday relating to weapons production program. It will 
probably take me several minutes to answer. 

Mrs. Bouron. You can put it in the record. 

(See p. 118.) 

Mr. Jupp. I would like to ask a couple more short questions. On 
page 20, [security deletion] dollars for support of United Nations 
forces in Korea. What isthat? Are we supporting our allies’ forces 
over there? Or isthat the U.N. headquarters? Or what? 

General Lemnrrzer. There is a Turkish brigade in Korea. 

Mr. Jupp. We support that ? 

General Lemnirzer. Yes. 

Mr. Irwin. In large measure. 

Mr. Jupp. Is the U.N. headquarters also covered? That is [security 
deletion] for the support of the Turkish brigade and the Thailand 
battalion 

General Lemnrrzer. The Thailand company and other detachments 
are there to defend Korea and maintain the international character of 
the United Nations Command. 

Mr. Jupp. I don’t quite know what is the meaning of the term you 
use on page 21 where you say the p m for NATO “includes [secu-~ 
rity deletion] squadrons of advanced all-weather and tactical recon- 
naissance aircraft [security deletion] of them planned on a production 
cost-sharing basis with Belgium, the Netherlands, and Italy.” 

Does that mean they are produced there and we contribute to the 
cost of their manufacture ? 

Mr. Irwin. This is not yet negotiated. Germany has selected the 
F-104 as their tactical aircraft they are going to build. Belgium and 
the Netherlands have indicated they will aeeeahis join with Germany 
to produce that aircraft. Italy may possibly do the same. 

e would be assisting on those {security deletion] squadrons 
[security deletion. ] 

Germany has made their own financial arrangements with Lock- 
heed to build the F—104 in Germany. 

Mr. Jupp. Belgium, the Netherlands; Italy and ourselves are 
going to finance the production, the manufacture of them in Germany ? 

Mr. Irwin. We would contribute a portion of the cost of production 
in those countries. 
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Mr. Jupp. Germany is not contributing to their costs, She is just 
doing the mechanical building of these? 

Mr. Irwin. This has not been negotiated. 

Mr. Jupp. You don’t mention Germany. 

Mr. Irwin. We pay nothing for Germany. 

Mr. Jupp. What you are talking about, then is [security deletion] 
squadrons that these countries are going to use, I suppose, for the 
defense of their countries and NATO’s overall expense, but they are 
being produced in Germany, and Belgium and Italy help pay for 
production in Germany, as well as we? 

Mr. Irwin. That is right. They will probably do this with Ger- 
many. 

Cairns Morean. Mrs. Kelly. 

Mrs. Ketry. I am going to pursue this further, Mr. Chairman. 

I questioned last year on this very subject. 1 was told that this 
was not being considered. 

When we were in Europe this fall, I was told the contract was 
already given out in June for this very tripartite, whatever you want 
to call it, arrangement. It was given toGermany. The subcontract- 
ing is with Belgium and Italy. The countries are going to buy these 
planes, as I understand it, for NATO. 

In pursuing this further—I would like to be corrected later on if 
I am incorrect—this $79 million is given to an industry in Germany. 
They are going to produce this plane. I would like to know how 
much and what other countries contribute to the establishment of this 
industry. I would like to know on this cost-sharing, what is the an- 
ticipated profit? Can’t it be arranged that the United States be re- 
paid in dollars in this arrangement ? 

I want this for the record. 

Mr. Irwry. On the $79 million that you speak of, $40 million of that 
is mutual weapons development which is run by our research and 
development people in Europe. Only $39 million of this is allocated 
to the weapons production program. A large part is going for the 
development of this Hawk missile. We have various mutual weapons 
development and weapons production programs that have been or are 
being negotiated in Europe. 

One was the SS-11 antitank missile. One was a G-—91 aircraft 
produced in Italy. Another was a controlled’ aircraft for antisub- 
marine warfare purposes. 

Another is the Hawk of which the United States shares approxi- 
mately 10 percent of the cost, and a large part of that, I think, is reim- 
bursable to us in the sense that we get Hawk missiles back that we 
give as grant aid to Greece and Turkey. 

Mrs. Ketty. We have to go into'this at great length. 

Mr. Irwin. The Sidewinder is similar. We will probably have a 
total of 20 to 25 percent of the cost of the Sidewinder but that will 
include missiles for such countries as Turkey and Greees who could 
not afford that by their own. 

There is an F-104 aircraft, and IT do not know exactly what Mr. 
Shuff said to you last year, but there has been much discussion of the 
consortium but I do not believe as yet there has been an actual agree- 
ment between the countries. 
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Germany has made her agreement to go ahead with Lockheed. I 
don’t know whether she actually signed the contract. That was some 
time ago. It was only in the fall, I think it was as late as December, 
that the Netherlands decided definitely to pitch in with Germany. I 
think Belgium only made the decision after the first of the year. 
There was great discussion of it. 

There was lots of speculation, but I believe that even today that an 
agreement between the countries has not been consummated. 

Mrs. Ketuy. I would like this in the record. I have only 2 more 
minutes. 


Chairman Morgan. Can you furnish that for the record ? 


STATEMENT OF BENJAMIN FORMAN, ASSISTANT GENERAL COUN- 


SEL, INTERNATIONAL AFFAIRS, OFFICE OF THE SECRETARY OF 
DEFENSE 


Mr. Forman. I believe Mrs. Kelly is talking about the Side- 
winder 

Mrs. Ketiy. And the Hawk. 

Mr. Forman. There has not been anything done on the F-104.. A 
German firm has been selected as the prime contractor for the Side- 
winder. There are other nations participating in the production as 
well as in the procurement. Those countries, in addition to Germany, 
are Denmark, Greece, the Netherlands, Norway, Turkey, and the 
United States. 

Each of those. European countries will participate in the subeon- 
tracts from the German prime contractor. 

[Security deletion. ] 

Mr. Forman. There is a complete coordinated production. One 
eountry is not doing it.all. The same is true of the Hawk except that 
Germany is not the prime contractor. Each of the countries that are 
involved are buying missiles and are participating in the production. 
Ultimately the missile is assembled by one prime contractor, but the 
sharing of the actual production is approximately in proportion to 
the procurement that is going to be placed by these countries. 

Mrs. Ketuy. Mr. Chairman, I am not opposed to this because I was 
the one who wanted the G—91 that, way. , When I went to Europe, I 
learned the contract. was already contracted and obligated. 

Mr. Chairman, I have one more question. ‘They can put it in the 
record. 

Have you any comment to make on the agreement that Gronchi 
made while in the U.S.S.R. on the development of a credit to the 
U.S.S.R.? One item attributes this to Enrico Mattei. 

Mr. Irwin. No; I don’t know about it. 

Mrs. Keiuy. I have the copy. I thought I had it on me. I was 
going to give it.to you. I have it in my office. That is the reason that 
the Government is in trouble at this moment. I want this committee 
to know that Enrico Mattei is in complete control.of transportation 
in northern Italy. .It was stated to some of us when we were in Italy 
that during the telephone strike orders to reach the police could not 





«- ocr vw 


MUTUAL SECURITY ACT OF 1960 129 


be handled. And we are putting missiles in northern Italy and a new 
type of division. I would like a comment. The article referred to 
claimed this in spite of U.S. protest to the Italian Government. 


Mattei also controls the oil industry of Italy as evidenced by his 
following associations: 


President and chairman of the executive committee of ENI (Ente Nazaional 
Idrocarburi), an oil holding company. 
President of AGIP Mineraris- which explores and exploits oil and gas fields. 


President of SAIPEM (Societa Azionaria Italiana Perforazioni e Montaggi), a 
drilling and construction company. 


President of SNAM (Societa Nazionali Metanodotti) that controls the natural 
gas pipelines. 


President of AGIP Nucleare, a company building a nuclear power reactor. 


Director General of AGIP (Azienda Generale Italiana Petroli), an oil marketing 
company. 


Cochairman of the board of IROM (Industria Raffinazione Oli Minerali), a 
refinery jointly owned with the British. 


President of ANIC (Azienda Nazionale Italiana Coluranti), a chemical company 
that operates synthetic rubber and fertilizer plants. 


Mattei also has an interest in STANIC, a refinery jointly owned by ANIC and 
the Standard Oil Co. of New Jersey. 


Mr. Irwin. I will ask General Miller when he testifies before the 
committee to bring that out. 

Chairman Morgan. Mr. Fulton is going to pass today on the advice 
of his physician, so I will call on Mrs. Church. 

Mrs. Cuurcn. I would like to make two requests for information to 
be inserted in the record. 

In the first place, I am startled by the publication of this military 
assistance material, not only because it was published before it came 
to the committee but in this form at any time. 

I take particular exception to the fact that the breakdown is not 
complete. I would like to have a breakdown, Mr. Chairman, for the 
record, of the aid given to those countries that are designated by stars 
which is said to be included under the undistributed amount. I know 
that many questions will come as to why the figures on those countries 
were not specified. Since the Department itemized amounts as small 
as $84,000 for Luxembourg, and so forth, it is going to be very difficult 
to explain why aid to these other countries was not put down by 
itemized amounts. 


Mr. Irwin. I think in many cases the programs for these countries 
have not been finally decided. 

Mrs. Cuurcn. How about from 1950 to 1959? Those amounts 
surely have been decided upon. Take in Pakistan and Saudi Arabia. 
There is a star under the years 1950 to 1959, and Laos the same. I 
think that strong question will be raised as to why these amounts were 
not included or broken down, rather than to be lumped together in 
an undistributed total. 

I would like to have those figures broken down, Mr. Chairman. 

(A classified memorandum was subsequently supplied by the De- 
partment of Defense, in response to Mrs. Church’s request. ) 

Mrs. Cuurcu. My septal Suthaneh for information goes back to the 
question of Mr. Zablocki which was related to the one of yester- 


day that was answered for me. I do not think, however, that it was 
completely answered. 
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I must confess, Mr, Chairman, I am at, sea about some of these 
“morganatic” security alliances that we find when we attempt a coun- 
try breakdown. 

May we have a breakdown, country by country, as to where each 
can be placed in each of the four categories that are mentioned on 
P 3 and 4,.so that we may know what country is so classified, in 
each instance? 

(The information requested appears on p. 192.) 

Mrs. Cwurcnu. I want to add just one more comment: The exam- 
ple given on page 4, in which [security deletion] is used as illustra- 
tion of a country where the retention of a Western-oriented govern- 
ment or strong elements in the government is vital to our military 
interests, is certainly challengeable. 

It may be that the army at the present time merits support, but 
I think that so to describe [security deletion] itself is a vulnerable 
statement I would like to go back to the questions yesterday about 

orea. 

General Lemnitzer will remember that I raised the question as to 
whether or not our military security was at times weakened by po- 
litical decision. The answer suggesting constant unanimity was al- 
most too good to be true. I cannot believe that sometimes our mili- 
tary security has not been weakened by political decision. 

bring up two instances. One is the situation in Korea. I found 

in my all too short time there, much more question concerning the 

use of the KATUSA’s than you indicated yesterday, General. In- 

ference was given that such insertion of a foreign element into our 

forces was not just for training purposes, but because we really did 

eo the funds to maintam our own troops at the necessary 
vel. 

I wish that you would clarify that further. 

General Lemnrrzer. I did point out that because of personnel lim- 
itations our American divisions in Korea are today manned at about 
75 percent of their normal strength. The additional strength is made 
up by the KATUSA’s (Korean augmentation to the U.S. Army). 

Mrs. Cuurcu. Do you think that is — 

General Lemnirzer. As I have said before every committee of the 
Congress, and this is the seventh I have appeared before, I would 
strongly prefer to have those divisions manned 100 percent with 
Americans. If they were, however, we would still have a need for 
KATUSA/’s. I am not trying to gloss it over and say I like the 
present situation, because I don’t. 

Mrs. Cuurcu. Would you have a use for 25 percent of KATUSA’s 
under those circumstances ? 

General Lemnrrzer. Probably not that many. 

Mrs. Cuurcu. May I add one point? 

I found among the boys in Korea a feeling of great sympathy for 
those native soldiers who were put into our troop units because the 
former were getting such a tremendously small sum in comparison 
with what our boys were getting. Is that not an element pointing 
toward discontent? 
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General Lemnrirzer. Not discontent. As a matter of fact, I think 
this brings out a lot of fine traits in our young Americans in the 
divisions over there. They, out of their own pockets, have contrib- 
uted a great deal to assist the KATUSA’s. e now have a more 
formal arrangement where we provide certain allowances which en- 
able them to get post exchange supplies and go to movies, thus lessen- 
ng the impact of the pay differentials. 

Mrs. Cuurcn. I was not thinking of the reaction upon our own 
troops, for I agree that their sympathetic response is noteworthy. 
The other question has to do with Morocco. It is difficult for me, 
having heard some of the statements made when we were there re- 
cently, to feel that the military absolutely and willingly gave their 
consent to the decision to remove our bases. This was really what was 
behind my question yesterday as to whether or not our military stance 
was being weakened by political decisions, necessary or unnecessary. 

I wonder if you care to comment on the Morocco situation and the 
removal of the bases even before the 5-year period elapsed ? 

General Lemnirzer. Could I discuss this off the record ? 

Chairman Morgan. Certainly. 

Discussion off the record.) 
hairman Morean. Mr. Selden. 

Mr. Sevpen. Thank you, Mr. Chairman. 

Yesterday, Mr. Secretary, I asked a question which you indicated 
you were going to refer to today. Perhaps you have done so in your 
poeere statement. However, I would like to ask it again and per- 
1aps you could answer it on my time. You have recommended in the 
proposed Mutual Security Act of 1960 the deletion of the last sentence 
of section 105(b) (4). This section restricts military aid to the Amer- 
ican Republics in 1960 to the aggregate amount reserved for that pur- 
pose in 1959. 

What is the reason for this recommended change? 

Mr. Irwin. As I said yesterday, it was primarily because the re- 
striction by its own terms applied only to fiscal year 1960. If you 
change in the language only the word fiscal 1960 to 1961 and give us 
the same ceiling as fiscal year 1959 we would have no problem. If you 
change 1959 to 1960 we would have a problem because actually we 
gave much less aid in fiscal year 1960 than we were authorized to do 
in fiscal year 1959 because of the cut in the appropriations for fiscal 
year 1960 from $1.6 billion to $1.3 billion. 

If the language were kept the same and the year criteria was 1959, 
we would have no problem. 

Mr. Sevpen. How much military aid was given in 1959% Do you 
have that figure ? 

Mr. Irwin. The program for fiscal year 1959 was $47.2 million. 

Mr. Setpen. How much has been given in 1960? 

Mr. Irwin. Approximately $44 million of chargeable items are 
programed. 

Mr. Setpen. What is the $69 million that is shown on the chart that 
you released ? 

Mr. Irwin. That includes excess equipment and credit sales. 

Mr. Setpen. Was that—— 
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Mr. Irwin. The ceiling that was given by Congress related to obli- 
gations and reservations for grant aid. It did not include excess equip- 
ment. or sales. . 

Mr. Setpen. Under the ceiling imposed by Congress you delivered 
$47.2 million in 1959 and to date you have delivered $44 million; is 
that correct? What do you anticipate delivering between now and 
the end of the fiscal year ? 

Mr. Irwin. This is programed. 

Mr. Seipen. Programed then. What do you anticipate pro- 
graming? Is the total amount to be programed $44 million? 

Mr. Irwin. Yes; for 1960. 

Mr. Sevpen. What do you anticipate programing for 1961? 

Mr. Irwin. Approximately $49 million. 

Mr. Sexpen. In other words, you intend to increase the amount in 
1961? 

Mr. Irwin. We intend to increase in 1961. 

Mr. Sewpen. In other words, you would not mind up-dating this 
language as long as we didn’t substitute 1960 for 1959? If we left 
it 1959 it would be agreeable ? 

Mr. Irwin. If necessary ; yes, sir. 

Mr. Sevpen. Thank you, Mr. Chairman. 

Mr. Irwtn. I would like to speak to one point that Mrs. Church 
made before she may leave. That is on [security deletion]. I felt that 
that was a very good example, Mrs. Church, of military assistance 
being given for foreign policy reasons. Defense felt that was in the 
national defense interest too. It is true that the Government of [se- 
onENy deletion] can’t really be described as Western-oriented. It is 
possible that it could go Communist. But we believe it could have 
gone, more likely would have gone, Communist if we had not stepped 
in with some military assistance [security deletion ]. 

The question is not that there is no. risk involved or that [security 
deletion] is a Western-oriented Government and safely on our side of 
this conflict, but we feel there is a much better chance of this small 
amount of military assistance—— 

Mrs. Cuurcu. I think that it may be a perfect example of a politi- 
cal gamble. My question was concerning the justification for such 
classification as “having western orientation.” [Security deletion. ] 

Mr. Irwin. Is it better to create a Western-oriented government or 
to let elements of that government go to the other side? 

Mrs. Cuurcu. It might encourage some [security deletion]. I 
would grant that point. 

Chairman Morean. You havea minute left. 

Mr. Sevpen. I yield to Mrs. Kelly. 

Mrs. Ketry. May I request an executive session when we can have 
the answers to the questions requested answered and so that we can 
ask further questions, if necessary ? 

Chairman Morean. You mean the questions you have submitted to 
be answered ? 

Mrs. Ketiy. No, the ones that Mr. Irwin wanted to answer and 
read to us. 

Chairman Morean. I think he has the answers and is going to in- 
sert them in the record. 

Mrs. Ketity. We may want to ask something as a result of his an- 
swers. I am going to state further, I think that possibly the Moroccan 
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situation could have been established and changed diplomatically 
without doing that which was done. 

Chairman Morean. I am sure as the hearings proceed, you will 
have an opportunity to ask these questions. 

Mrs. Catuaea. Mr. Chairman, I think what Mrs. Kelly is really 
asking for is something that would have great value, namely an execu- 
tive committee session in which the members could pool their know]l- 
= and their opinions on these vital matters. 

‘hairman Morean. Mr. Bentley. 


Mr. Benttey. I might say that I have about 12 detailed questions 
on Mr: Irwin’s statement that I presume I won’t get around to today. 
Chairman Morean. Will you submit the questions to Mr. Irwin? 

Mr. Brnttey. I have two right now. 

In this sheet estimated deliveries for fiscal 1960 total $2 billion. 
In his message last week, the President said it will fall back to $1.8 
billion or less. I would like this discrepancy explained. 

(The information is as follows :) 


The President’s mutual security message reads in part: “Deliveries in fiscal 
year 1960, however, reflecting the reduced appropriations of recent years, will 
fall back to $1.8 billion or less.” The reference is to estimated fiscal expendi- 
tures of MAP funds in fiscal year 1960 resulting from the delivery of equipment 
and supplies and performance of services. This was the appropriate figure 
to have used in the fiscal context in which he was speaking. The term 
“deliveries” was used for sake of brevity. 

In the table “Value of programs and deliveries in fiscal year 1950-60 by 
area and country” the estimated fiscal year 1960 deliveries are quoted at 
$2,069,671,000. This figure includes $175,322,000 for deliveries of excess 
stocks not charged to MAP funds. Subtracting this amount from the total 
leaves $1,894,349,000 as the value of deliveries and services against which there 
are expenditures of MAP funds. This figure differs from estimates of fiscal 
expenditures of MAP funds by $94,349,000. The discrepancy is accounted 
for by two factors. First, the figures quoted in the “Value of programs and 
deliveries” includes the value of deliveries for credit financed sales. Expendi- 
tures are quoted as a net figure (i.e., gross expenditures less credit sales 
receipts). Therefore, expenditures will be less than the value of deliveries 
(the difference will be the value of deliveries for credit sales less receipts from 
credit sales during the year). Second, the necessary timelag in the processing 
of documentation for expenditures following delivery accounts for other minor 


differences. 

Mr. Bentiey. Second, I would like an answer provided for the rec- 
ord with respect to the $4.3 billion that we have furnished to France 
over the last 10 years and how much of that was due to the conflicts 
in Indochina and Algeria. 

(A classified memorandum was subsequently supplied by the De- 
partment of Defense in response to Mr. Bentley’s request.) 

Mr. Benttey. Mr. Irwin, you started on page 17 of your secret 
statement here talking about the fact that an expenditure over a 5-year 
period of [security deletion] would have to be made to maintain our 
overall strategy without major risk. You speak of assumptions. In 
some cases they are listed as unrealistic assumptions. You talk about 
further risk involved and then you finally say, “We have come down 
to the irreducible minimum of [security deletion }. 

You give a strong inference that that reduction has been made de- 
spite the fact that assumptions have been made that are unrealistic in 
nature and that a major risk is involved. 


Did you so intend to give that inference and would you like to com- 
ment on it? 
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Mr. Irwty. The [security deletion] was a result of the Draper 
Committee requesting a unified command to price out what gaps there 
were and reaching their force objectives. Cutting it back down went 
along these lines that I stated and we feel it does involve risks—— 

Mr. Bentiey. “Major risks,’ because you used that expression 
yourself. 

Mr. Irwin. I think that is fair [security deletion]. I think it 
creates 

Mr. Bentiey. No. Iam going to quote from your statement again. 

[Security deletion. ] 

Mr. Bentiey. You are leaving the inference that a reduction of 
this annual [security deletion] billion dollar expenditure involves 
“major risk,” and I want to know if that inference is intended. 

Mr. Irwin. I think it involves serious risk. 

Mr. Bentiey. Do you want to substantiate “major risk”? That is 
a serious statement to make and I am giving you an opportunity to ex- 
plain it if you desire. 

Mr. Irwry. On the basis that the military commanders are correct, 
that they needed the original equipment that made the [security 
deletion] gap, then it is a serious risk. 

Mr. Bentiey. You don’t care to use the word “major”? 

Mr. Irwin. I will yield “major” to “serious.” 

Mr. Benriry. Do you say the reduction from [security deletion] 
over the 5-year period to an amount of [security deletion] has been 
calculated, among other things, on unrealistically optimistic assump- 
tions with respect to contributions by our allies? 

Mr. Irwin. I think it is unrealistic that we will get them to in- 
crease their total budgets by that amount in the years covered. 

Mr. Bentiey. The reduction has been predicated upon the fact 
that they would make such a contribution. 

Mr. Irwin. Yes. 

Mr. Bentiey. It is optimistic and it is unrealistic to do that. I am 
trying to give you an opportunity, sir, to correct, if you so desire, what 
appears to me to be some very dangerous inferences contained in these 
paragraphs to which I have made reference. 

Mr. Irwtn. That is why we came out at the conclusion that the 
[security deletion] is the minimum, Mr. Bentley. 

Mr. Bentuiey. Yes. 

Mr. Irwrn. I realize you are saying what degree of risk are we tak- 
ing in reaching that minimum in light of the statements I made 
here. I feel if we can meet [security deletion] dollars over the next 
5 years, that we will have taken risks, but that we will meet what will 
be required to enable the unified commanders to maintain what they 
=e to consider a minimum defense posture. 

r. Bentiey. I understand your statement, sir. I am still asking 
this question: On the basis of the prepared statement, a reduction 
of [security deletion] involves unrealistic assumptions, unrealistically 
optimistic assumptions with respect to our allied contributions and 
a major risk. That is exactly what the statement says. 

May I ask if you care to correct the printed statement as you have 
submitted it to the committee, or do you prefer to leave your words 
here as they are contained ? 

Mr. Irwin. May I ask to study the matter again and submit in 
writing an answer to that, Mr. Bentley ? 
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(A classified memorandum was subsequently submitted in response 
to Mr. Bentley’s question. ) 

Mr. Bentizy. I think that would be perfectly acceptable. Rather 
than try to get my detailed questions in, I will yield the rest of my 
time, I will give them later. 

Chairman Morean. Mr. Fountain. 

Mr. Fountrarn. I want to congratulate Mr. Irwin on his statement. 
I will try to find the answers to most of the questions I have in mind, 
but I have several with respect to the release of this information. 

I would like to know if the Defense or State Departments have ever 
received a request from this committee, from the Senate Foreign Re- 
lations Committee or any other committee of Congress, that the mili- 
tary assistance program as it is broken down on this sheet be released 
to the general public? 

Mr. Irwin. The principal request for the declassification came 
from the Senate Foreign Relations Committee. 

Mr. Fountain. To be made public? 

Mr. Irwin. Yes; to be declassified. I don’t know the exact details 
of the request. Section 550 of the Mutual Security Act reads as fol- 
lows: “Information and Policy.” “The President shall in the reports 
required by section 534 or in response to request from Members of 
Congress or inquiries from the public, make public all information 
concerning the mutual security program not deemed by him to be in- 
compatible with the security of the United States.” 

Mr. Founrary. Do I take it then that a decision was reached that 
the release of this information would not be incompatible with the 
security of the United States? 

Mr. Irwin. This was an agreed declassification by the Depart- 
ments of State and Defense. 

Mr. Founrarn. Was the decision made at a high level to release 
this information to the general public ? 

Mr. Irwin. I think the classification policy was made by the Under 
Secretary of State. 

Mr. Founrary. But you have had no request from the House For- 
eign Affairs Committee that this type of information be made avail- 
able to the general public? 

Mr. Irwin. Does anyone know the answer to that? 

No one seems to think so. 

Mr. Fountain. I think, Mr. Chairman, the Hardy amendment is 
not apropos here. 

Chairman Morean. It doesn’t pertain to the Hardy amendment. 
The Hardy amendment deals only with ICA. It is an entirely dif- 
ferent situation. 

Mr. Fountarn. I hope I am not unduly alarmed. 
aaron Morean. It relates to section 550 of the Mutual Security 
ct. 

Mr. Fountar. I would like to say that I am astounded that the 
Senate Foreign Affairs Committee would make such a request. I 
think it is just unfortunate. 

I agree with Dr. Judd, Mrs. Church, and others that have com- 
mented upon it. This detailed information should never have been 
so released. That is all. 

Chairman Morean. Mr. Farbstein. 
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Mr. Farestern. Mr. Irwin, first I am pleased to hear you say that 
we are making every effort to get contributions from those of our 
allies who can afford to contribute toward their maintenance, toward 
their defense. Of course, for myself I still don’t think that they are 
contributing sufficiently. I am compelled to say that because on page 
17 you state that the Communist bloc is spending an equivalent of 
[security deletion ]. 

Do you know who is paying the additional [security deletion] 
billion dollars for that support ? 

Mr. Irwin. No, sir, I don’t. 

Mr. Faresrern. How did you arrive at that figure? 

Mr. Irwin. No, sir, I do not know. 

Mr. Faresrern. How do you get that figure? What makes you say 
the equivalent of [security deletion] is being spent and the U.S.S.R. 
is only paying [security deletion ] ? 

Mr. Irwin. I am told it comes from the other countries of the 
bloc, that it was received through intelligence sources and was not 
broken down by country. 

Mr. Farssretn. The only ones that I can possibly envision con- 
tributing thereto, the only one really would be Czechoslovakia. We 
have to help Poland out. China doesn’t have the money. We will 
leave that for a minute. 

Now, the United States, according to your statement, is contribut- 
ing—we know that the U.S. budget is about $40 billion for defense. 
There is over $60 billion being spent in the West. There is [security 
deletion] billion: being spent by others than the U.S.S.R. for their 
defense. There is presumably $20 billion being spent by our allies 
for defense. I would appreciate very much your reconciling the 
financial capacity between the allies of Russia and the Western allies 
of the United States insofar as the amount of money that is ex- 
pended in the defense of the East and the West, if that is possible. 

Mr. Irwin. I am afraid I don’t have the competence to do that. 

Mr. Farsstern. You see, it would be strange as I view it to suggest 
that the allies of the U.S.S.R. are producing [security deletion | bil- 
lion with their known financial capacity as we know it. 

We know that Poland needs assistance. We know that China needs 
assistance. We know that Bulgaria and the rest of the Eastern 
countries certainly cannot afford to put forward any such sums of 
money in their defense, and yet we state the foregoing fact. 

Mr. Irwrn. We also know, sir, that they are all presenting strong 
military postures. They are building up their military posture. 
China maintains a very strong force. Maybe the intelligence com- 
munity is wrong and maybe more of the share is attributable to the 
Soviet Union. I don’t really know. 

Mr. Farestern. What I ask you is this: How can you say that the 
Western allies of the United States can only afford $20 billion when 
the East, with its present financial condition, can afford to pay [se- 
curity deletion] billion toward their defense ? 

The point I am seeking to make is that if anything, the allies of the 
United States or the West should certainly be able to produce at 
least twice as much, or we should learn the reason why, if these facts 
are correct. 

Mr. Irwrn. I think those of the West can produce more than the 





SS 


ie 





MUTUAL SECURITY ACT OF 1960 137 


East. We have had success in certain of the allied countries. We 
hope to have other successes with the additional countries, but at the 
moment it is the best judgment that. we have gone as far as we can 
up through this particular time period. , 

Mr. Farssrern. I appreciate we have. The only thing that strikes 
me is that we are certainly not pushing hard enough because on our 
own statement they certainly should be able to go a good deal further 
in their own defense. 

Chairman Morean. Judge Saund, 

Mr. Saunp. Thank you, Mr. Chairman. 

Mr. Secretary, I wish to congratulate you on this statement on 
page 2. It is the fifth line from the bottom. You are talking about 
our allied forces “familiar to the terrain, known to and trusted by the 
local populace.” Iam glad to note that you recognize the importance 
of “known to and trusted by the local populace.” 

To what extent does that particular requirement play a part in 
evaluating the value of these allied forces? Toa considerable extent ? 

Mr. Irwin. It is a factor that would be considered at the country 
team level. Sometimes you take a balanced risk and it does not work 
out. It did not work out in the case of Iraq. The question you ask 
is in hindsight, “Should we have given the assistance or not ?” 

Mr. Saunp. I am not speaking of hindsight. 

Mr. Irwin. Take [security deletion]. Should we or should we not 
give assistance? If we give assistance, there is still the risk that [se- 
curity deletion] may be overcome by communism. If you do not give 
it, it may even be sure that they do. It is a risk in all cases, Mr. 
Saund. 

Mr. Saunp. Mr, Secretary, last year when we landed our troops in 
Lebanon, Secretary Herter appeared before the committee, and that 
was the day when we were landing the troops. I asked Secretary 
Herter this very straightforward question: I said, “Mr. Secretary, 
do you expect a warm welcome for the Marines in Lebanon from any 
segment of the people of that country?” And I think his answer was 
very straightforward and he said, “No, you cannot expect any wel- 
come when foreign soldiers get on their soil.” 

I agreed with che Mr. Secretary, on this sheet the largest amount 
that we have been contributing is to Taiwan. There was $2 billion. 
In that particular country you said the Nationalist Chinese Govern- 
ment has continuously maintained [security deletion] armed soldiers. 
That means 1 foreign soldier for every 40 population in that country. 

Mr. Irwin. I believe, sir that about 35 percent of the forces are 
Taiwanese. 

Mr. Saunp. Then my figures are wrong. Fifty or sixty for every 
foreign soldier. I was in Taiwan and the Chinese are not considered 
Taiwanese there. I asked you the question yesterday. I have the 
figure here. 

We are spending 8 to 10 times as much money in Taiwan for mili- 
tary assistance as we are in the Philippine Islands. If you really be- 
lieve—I guess you believe in this thing that it depends, that the 
morale of the people is extremely important. Why do we have to 
spend eight times that much money for the defense of Taiwan as we 
have for the Philippine Islands ? 
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There are 24 million in Taiwan and 24 million people in the Philip- 
pine Islands. They are both islands and they are protected by Ameri- 
can military forces mainly. 

General Lemnrrzer. I attempted to discuss that yesterday. Taiwan 
is only 100 miles off the coast of Red China, Red China has an- 
nounced over and over again that they intend to conquer and take 
over Taiwan. They are at war with the Chinese Nationalist Govern- 
ment. This is a state of war. They are firing every day or every 
other day on the island of Quemoy and the other offshore islands. 
There is a war going on there. 

The Philippines, on the other hand, are many hundreds of miles 
away from Red China and they are, therefore, not exposed to the pos- 
sibility of attack that Taiwan is. I think that sums up why this 
greater concentration of effort for countries like Taiwan and Korea 
that are right up against the Communist forces. 

Mr. Saunp. I understand that, General. There is 100 miles and 
there is 400 miles. With modern weapons, that does not make as much 
difference as it used to. 

General Lemnirzer. It still makes a great deal of difference, never- 
theless. The only way you can overrun Taiwan and capture it is to 
put people ashore on Taiwan and modern weapons of the kind that I 
think you are referring to are not going to capture and take over 
Taiwan. They are going to assist, but they cannot capture and hold 
ground and control the people who live there. 

Mr. Saunp. I can’t argue with you on this matter. But my point, 
General, is that. we are missing the boat. I have made the point 50 
times. 

You cannot create artificial defenses by foreign money and forei 
forces for any of those people. Those people’s loyalty cannot be 
guaranteed. On page 17 of your statement, Mr. Secretary, you said 
there are 200 divisions that ‘we have and the Communists have 300 
and some. Do you believe that we can rely on those 200 divisions of 
our allies just as strongly as the Communists can on their [security 
deletion ]. 

Mr. Irwin. I would not attempt to compare, I would not attempt 
a comparison in that way. I would say that we cannot really fully 
rely on some of the over 200 divisions, nor do I think the Russians can 
rely fully on some of their satellite divisions. 

With respect to China and Taiwan, I would point to Mr. Dillon’s 
testimony as to the economic effort that has been made in Taiwan 
and the greater economic prosperity that has been achieved there. 
This has gone to the benefit of the Taiwanese as well as the Chinese 
that came from the mainland. With 35 percent of the military forces 
being Taiwanese, there is a gradual merger. There have been ap- 
parently no problems of discipline or comradeship between the two 
peoples, if you consider them two peoples. 

I think that it appears that time is working toward a favorable 
relationship between the Chinese that came from the mainland and 
those that are living on Taiwan. 

Mr. Saunp. I have the same statement to make, but Mr. Chairman, 
I think I have gone beyond my time. 

Chairman Morean. Mr. McDowell. 
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Mr. McDowe t. I should like to ask the Secretary why the figures 
for Pakistan are not included in this report. 


Mr. Irwin. The aide memoire that established the program pro- 
hibits the release of such figures. 


Mr. McDowetz. Then I would like to ask if that was a political or 
military decision ? 

Mr. Irwin. It probably in the last analysis was a foreign policy de- 
cision as a result of an agreement with Pakistan. In other words, ‘t 
was a question respecting the agreement between countries. If the 


two countries have agreed that it is classified, then the United States 
cannot unilaterally declassify it. 


Mr. McDowsrtt. Is that a direct answer or is that an assumption ? 
Mr. Irwin. Admiral Grantham 


Mr. McDowe nu. Let the record show that. 





STATEMENT OF REAR ADM. E. B. GRANTHAM, JR., U.S. NAVY, 
REGIONAL DIRECTOR, NEAR EAST, SOUTH ASIA, AND AFRICA, 
OFFICE OF THE ASSISTANT SECRETARY OF DEFENSE FOR INTER- 
NATIONAL SECURITY AFFAIRS. 


Admiral GranrHam. We have an agreement in 1954 which has not 
rae fully satisfied and which prohibits the release of this type 
of data. 

Mr. Zasiocki. Will the gentleman yield ? 

Is the same reason applicable to Saudi Arabia, Pakistan, or any 
other country ? 

Admiral . We furnish aid under a specific and special 
type of agreement with them which is highly classified. 

{r. Farsstetn. Is there any connection between the fact that Pak- 
istan and Saudi Arabia do not have any figures and the fact that 
neither Saudi Arabia nor Pakistan permit any Jews in the country, in 


either of the programs of ICA or perhaps even the State Department ? 
Can somebody answer that? 


Admiral Granruam. There is no connection. 

Mr. Farssretn. I just wanted to know. 

One other question. 

Chairman Morgan. Mr. McDowell, do you yield to Mr. Farbstein ? 
Mr. McDowetu, Yes. 


Mr. Farsstetn. How much aid are we giving Pakistan for 1960, 
1961? 

Mr. Irwrn. Admiral Grantham, will you speak to the figures? 

Admiral GrantuaM. I have the figures. 

Pakistan—just bear with me fora minute. I have it here. 

Mr. Irwin. [Security deletion. ] 

Admiral Grantuam. That is right. 

Chairman Morean. Mr. McDowell. 

Mr. McDowe tt. Mr. Secretary, on top of page 18, getting back to 
this gap that we spoke of before, you say, “Nevertheless, considering 
the political and economic factors both here and abroad, we can,” so 
forth and so on. I would like to ask you whether the decision here 
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to take what you describe as a major or calculated risk in this [secu- 
rity deletion] billion annual reduction in the military assistance pro- 
gram is based upon political or military decisions! 

Mr. Irwin. It is based really on a combination of factors. It was 
a realistic estimate of our allied and U.S. resources as they were 
applied to meet it. 

Mr. McDowe t. Is that a political reason ? 

Mr. Irwin. I think it is a combination of both political and mili- 
tary, sir. 

Mr. McDowe tt. Then I would like to ask General Lemnitzer 
whether or not it was a military agreement, whether the military 
agreed to this reduction, or whether they acquiesced to a political 
decision ? 

General Lemnirzer. The military didn’t price this out as far as I 
know. We have dealt only in force levels and the amounts of equip- 
ment which were required in the view of the unified commander to fill 
out the force goals and equip the forces involved. 

I cannot answer your question regarding the pricing out of it. 
That was not done so far as I know within the Joint Chiefs of Staff 
organization. 

Mr. McDowett. There is certainly a vast difference between [secu- 
rity deletion] billion annually and [security deletion] billion annu- 
ally. It is [security deletion] billion annually. It seems that if the 
military advisors felt it was necessary to have [security deletion] and 
they ended up agreeing to [security deletion] billion, either they were 
wrong in the first place or they couldn’t have agreed with the reduc- 
tion. 

General Lemntrzer. I think this is primarily a question of deter- 
mining requirements, strict military requirements, and then relating 
those military requirements to economic considerations and other 
realities. We have the same problems in relation to our own Armed 
Forces. 

Mr. McDowe tu. Sometimes there is disagreement there. 

General Lemnirzer. That is true, but someone has to make a 
decision. 

Mr. McDowett. I was just trying to determine whether or not you 
agreed with the decision. : 

General Lemnirzer. I wouldn’t answer it in the terms in which 
you put it. I would have to analyze and see what the impact is going 
to be on each of the countries concerned and wherein the difference 
lies. Where is the difference made up ? 

Mr. McDowe tt. I won’t pursue it any further. 

Mr. Chairman, I would hope at a later time we might have some 
representative from the State Department here where that question 
could be pursued. 

Chairman Morean. I believe we will have them during the course 
of the hearings on this bill. 

Mr. Farbstein. 

Mr. Farsstern. Can anybody tell me how much is being given to 
the Baghdad Pact countries? And while somebody is figuring out 
that amount, I would like to ask General Lemnitzer, in his opinion, 
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is the military aid that is being given now to the Baghdad Pact coun- 
tries for their own internal security or because they are on the border 
of the U.S.S.R. and it is expected that they will defend the free world 
in the event of difficulty ? 

(A classified memorandum was subsequently supplied in response to 
Mr. Farbstein’s inquiry.) 

General Lemnirzer. Both. 

Mr. Farsstern. Well, then the next question I would like to ask 
you: Do you think in the event that the Communists start moving 
that any of those countries are going to be able to stop them ? 

General Leanirzer. Not by themselves. That is why the Baghdad 
Pact organization was put together. 

Mr. Farestern. Let’s see. 

General Lemnirzer. That is collective security. 

Mr. Farsstetn. I appreciate that. Take Iran. If Russia started 
to move could Iran stop it? 

General Lemnirzer. Not by itself. 

Mr. Farsstretn. Could Pakistan, Turkey, Greece, stop it? 

General Lemnrrzer. I think as a matter of fact you can say that 
about any country in the free world. 

Mr. Farsstern. That is exactly the point. It is my opinion that 
none of those Baghdad Pact countries individually or collectively 
could stop the U.S.S.R. in the event they make a move. That is 
number one. 

General Lemnirzer. I have been working with the Bagdad Pact 
and I think I know a little bit about it. The Baghdad Pact, which 
is now known as CENTO, includes the United Kingdom, Turkey, 
Pakistan, and Iran and we are participating in the Military Commit- 
tee of the Baghdad Pact or CENTO nations. It would be a decision 
as to whether we would lend our support under the circumstances 
existing at the time. CENTO and SEATO were organized for the 
very same reason that NATO was organized. These collective secu- 
rity organizations have been put together to pool their resources and 
to assist if one or the other is attacked by the Communists. 

Mr. Farsstern. Don’t you think that we would be better off if we 
used that money in those countries for purposes other than military? 

Don’t you think we could make friends of these people who are in 
fact poy much underdeveloped by using that money for other 
purposes than military ? 

General Lemnrrzer. No, I don’t think so. 

As I pointed out yesterday, I don’t think you can have any eco- 
nomic security unless you have a certain degree of military security. 
To have the countries along the periphery of the Soviet Union, wide 
open militarily and completely helpless to the inroads of Communist 
infiltration or subversion and so on, would just make them a set up 
for falling to communism. 

Mr. Farsstetrn. Assuming that they were part of the Baghdad 
Pact for defensive purposes without any hardware, we would still 
come to their defense, would we not, couldn’t we, rather, do that? 

General Lemnirzer. We can’t assume the entire defense responsi- 
bilities for every country around the periphery of the Soviet Union. 
These countries have to do the best they can with their own resources. 
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The basis of the mutual security program is that each country will 
provide what it can best provide. Among other things each coun- 
try provides its own manpower. That is the basis for the program. 

They are unable to provide their own equipment and we step in and 
fill the gap. It is in our mutual interest. 

Mr. Faresretn. I go along 1,000 percent if it is the considered 
opinion of the military that these countries can stand up in the 
event of difficulty. That isthe point. 

General Lemnirzer. Take as an example Korea. By itself, it 
could not stand up against Communist attack. It was almost com- 
pletely overwhelmed in 1950. But we did come to her aid and I 
presume that the same thing would happen in any place where aggres- 
sion occurred again. That is our policy. 

I think it means a great deal in keeping these countries on our side 
of the Iron Curtain. 

Mr. Farsstetn. Now, you see, General, by your answer, as I view 
it, as I analyze it, Korea was only able to stand up because we came 
to her assistance. 

It is my opinion that the same applies to every one of the Baghdad 
Pact countries. It is only in the event that we come to their assist- 
ance that they will be able to stand up to the common enemy. That 
is what causes the fear in my mind that to a very great degree the 
hundreds of millions of dollars that are being spent by us there for 
armaments are not being utilized as well as those moneys could have 
been utilized in supplying economic aid to a much greater extent 
than what we are cadiay and that military aid could be decreased to a 
much greater extent. 

General Lemnrrzer. Consider the alternative of making them ab- 
solutely impotent from a military point of view and merely having 
them build up their economy. They would then be like ripe plums 
to be picked off if and when the Communists wanted them. That 
was the situation that existed in Europe before NATO was first 
established. 

Mr. Irwin. I would like to add on the question of the economic side 
that I am fully in favor of economic aid to these countries. In many 
countries around the world I would be glad to see them get more eco- 
nomic aid than the military aid they may be getting, but I think you 
have to take into account what the government of the country wants, 
all the aspects involved, how important it is from a foreign-policy 
point of view. 

And I revert back to [security deletion], as Mrs. Church said, there 
is no military requirement in the sense that the use of those forces 
requires us to put military assistance in. It might be better to put in 
more economic aid in that amount for the people, but they, as a sover- 
eign nation, intend to maintain their forces and it is in our foreign- 
policy interest to have us help to [security deletion]. 

All these questions are judgment questions, sir. I recognize that 
one person would decide one way and perhaps another, another. I 
assure you that these are factors that are taken into account and the 
judgment is made on what the State Department and Defense Depart- 
ment feel is in the best interest of the United States. 

Chairman Morean. Mr. Zablocki. 

Mr. Zastockt. I have a brief question. It was probably answered 
yesterday inthe testimony. If so, I will read the record. 
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Was a question asked about the MAAG problem in the Philippines, 
the problem of maintenance ? 

General Lemnirzer. There was no question on it yesterday. 

Mr. Zastockt. It is reported in the press that the Chief of the Mili- 
tary Staff of the Philippines is critical of our program. It is reported 
the general complained that his housing allowance was $100 a month 
while noncommissioned officer of the United States has a housing 
allowance of $175. My question is a question of policy. It is under- 
standable that if such a situation exists—it would create some mis- 
understanding. 

Would it not be preferable to pay MAAG maintenance and other 
costs in the Philippines and deduct that from our contribution to the 
Philippines? 

General Lemnrrzer. The rules on which this program is based are 
that each country provide what it is best able to provide. Among 
other things that the beneficiary countries are expected to provide are 
facilities, in which our MA AG personnel operate, which include their 
offices and housing. 

I would like to say that the recent article by Jim Lucas with respect 
to the Philippines, on which you base your question, was a gross exag- 

ration. t saw a message this morning before I came here that 
included a press release made by General Cabal that disproved the 
allegations made in that article. 

Mr. Zastocki. You mean General Cabal, the Philippine Chief of 
Staff, refutes the article? 

General Lemnrrzer. General Cabal, in a letter to General Nutter, 
says he was misquoted. He was definitely not making the criticism 
that is alleged in the article. 


STATEMENT OF GEN. WILLISTON B. PALMER, DIRECTOR OF MILI- 
TARY ASSISTANCE, OFFICE OF THE ASSISTANT SECRETARY OF 
DEFENSE FOR INTERNATIONAL SECURITY AFFAIRS 


General Paumer. He has made a press release denying that. 

Mr. Zasxocgt. It has not been given wide publicity in our press. 

General Lemnirzer. It never is. It is the controversial aspect that 
is given all the press coverage. The mending of the situation is sel- 
dom shown. 

Mr. Zas.ockt. I suggest we have an explanation of the situation in 
the Philippines for the record. 

Chairman Morean. Judge Saund. 

General Lemnirzer. Wecan provide you with a copy of that release. 
I think it would be helpful. 

(The information is as follows:) 


The ve press release was issued by Lt. Gen. Manuel F. Cabal on Febru- 
ary 17, 1960. 

The subject of the press release was stated as follows: “Cabal denies brand- 
ing JUSMAG advisers as ‘bloodsuckers,’ says Lucas story biased, littered with 
inaccuracies.” 

“Armed Forces Chief of Staff Lt. Gen. Manuel F. Cabal today denied that he 
had branded JUSMAG advisers as ‘bloodsuckers who accomplished nothing’ ; that 
he had advocated for them to ‘go home on the next boat’; and that there was 
‘personal vendetta’ involved in the current agitation by the Philippine Govern- 
ment on various matters affecting JUSMAG and American military aid to the 
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Philippines. The Armed Forces of the Philippines Chief made the denial by 
way of comment on a United Press International dispatch on a story written 
by Scripps-Howard writer, Jim G. Lucas. He pointed out that Lucas’ story 
appeared biased and was littered with inaccuracies. Cabal was interviewed in 
his office on February 1, 1960, by Lucas in an interview authorized and cleared 
by the Malacanang press office. 

“The interview was conducted in the presence of Assistant Press Secretary 
Angelo Castro, and other Armed Forces of the Philippines officers, including 
Col. Rigoberto Atienza, Maj. Patrocinio Garcia and Maj. Jose Reyna, Jr. The 
Armed Forces of the Philippines Chief said that he did not talk to Lucas about 
his (Cabal’s) proposal as previously reported in the metropolitan dailies, for 
the reduction of JUSMAG strength and the simultaneous assumption by the 
Philippines-United States Mutual Defense Board and the representative of the 
commander in chief, Pacific, in the Philippines of its programing and overseeing 
functions, respectively, in the interest of overall efficiency. He said that this 
was the official position of the Armed Forces of the Philippines as conveyed in 
a series of letters sent by him to the Secretary of Foreign Affairs in recent 
weeks. It is unthinkable, he declared, that I should now be quoted by Lucas 
as having said that I was for ‘sending the U.S. military advisers home by the 
first boat.’ 

“The three-star Filipino general also denied he had recommended the arbi- 
trary cutting down of the present Philippine Government appropriation for 
administrative financial support of JUSMAG of 700,000 pesos to 100,000 pesos. 
However, he declared, he had recommended to the Secretary of Foreign Affairs 
that ways and means be looked into by which the Philippine Government could 
be relieved from the responsibility of having to pay for (1) cost of transporta- 
tion of JUSMAG personnel back to the United States upon completion of tour 
in the Philippines, and (2) additional cost-of-living allowances, which items 
total approximately 300,000 pesos. This proposal is in line with a recommenda- 
tion of a joint AFP-JUSMAG Committee sometime ago, which proposal was 
subsequently referred to the Philippine Islands-United States Mutual Defense 
Board. It was the view of the U.S. panel of the Board, however, that this was 
a matter for discussion at the Government-to-Government level. For this rea- 
son, it was elevated to the Secretary of Foreign Affairs and the U.S, Ambas- 
sador. 

“On the reported reference by Major General Nutter, chief adviser, JUSMAG, 
to him as a ‘political general,’ Cabal declared, ‘If General Nutter means by it 
that my appointment as Chief of Staff was confirmed by the Commission on Ap- 
pointments, and that I have to subordinate the military to civilian authority at 
all times in keeping with a mandate of our constitution and, further, that I have 
to obtain. political guidance from our civilian leaders from time to time on mat- 
ters affecting the security of the country, then I admit I am a political ‘general.’ 
He denied there was anything personal between him and General Nutter: 

“Cabal confirmed that the Armed Forces of the Philippines has received two 
squadrons of jets and that it was seeking all-weather F-86 jets for its third 
squadron. ‘We did ask for the authorized number of tanks for our combat- 
ready division,’ he said, ‘but we never got any since 1946.’ He added that in 
telling Lucas that the Armed Forces of the Philippines had not received missiles 
he did so in answer to a question of the correspondent as to whether or not 
Philippine Air Force F-86 jets received from the United States were armed 
with sidewinders. 

“Meanwhile, the Armed Forces of the Philippines Chief justified anew his 
agitation for participating in planning for and programing of U.S. military assist- 
ance, pointing out that the present setup and procedure were not responsive to 
the needs of the Armed Forces of the Philippines. He said that it was only by 
such participation that we could insure that the assistance given would redound 
to the maximum benefit of both countries. On his proposal to transfer ¢ertain 
functions of JUSMAG to the Mutual Defense Board and CINCPAC-REPPHIL, 
he said that at the time the assistance agreement was revised in 1953, there was 
neither the Mutual Defense Board nor the CINCPAC representative in the Philip- 
pines in existence. At present, he declared, all military assistance matters in 
the Pacific are the responsibility of CINCPAC with headquarters in Hawaii, and 
it. is only in keeping with normal military chain of command that JUSMAG 
(Philippines) operates directly under the CINCPAC representative here. This 
would effect saving on our part and enhance. effective implementation of the as- 
sistance agreement, he concluded.” 
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Mr. Saunp. Mr. Secretary and General, you know [I live in the 
desert. I have many an evening heard coyotes just howl in the wil- 
derness and I have considered that absolute foolishness. I have done 
the same thing since I have been on this committee for 4 years. 

I know it is frustrating. And I want to be very pleasant. I want 
to say this: It is not because of you gentlemen over here. It is the 
line of questioning I have been asking all along because I have sin- 
cerely and conscientiously felt that we are making a big mistake not 
understanding the issues in this “age of rising expectations.” 

You remember that, Mr. Chairman, Ambassador Richards came 
before this committee. I supported the Eisenhower doctrine; in fact 
I was impatient as to why we were wasting so much time. If Presi- 
dent Eisenhower and our generals think spending $200 million in the 
Middle East will alleviate our situation, why not give it to them? 

But, when Ambassador Richards came over here and he gave us a 
detailed description of how he had given away $125 million to eight 
countries and omitted two there, I told him, I said, “Mr. Ambassador, 
you have made a mistake. You are not going to keep any of those 
people that you have given money to as friends. You have bought 
enemies.” 

I gave the example that there in India the British used the same 
policy. There were princes there and if some prince behaved well, 
the viceroy would have him sit to his right and the one who didn’t 
behave well he made sit to his left. The British at least made money, 
but they did not win out in the final analysis. 

[ am afraid this military alliance and assistance, where we are deal- 
ing with dictators and kings, is leading us to ruin. We are losing 
everywhere. We are not going to make headway in Laos. I could 
see it last year. I know what is going to come in Iran and those 
countries over there. 

As I say, it is just howling in the wilderness. Everybody is sincere 
and conscientious in their opinion. That is the reason, Mr. Secretary 
and General, I made those statements yesterday and today. I feel it 
because I have lived that life myself. .I was born in India. I was 20 
years old when I came over here and my family was great. We had 
everything, titles, and we benefited from the British being there and 
we were all nationalists. With all the power that the British had— 
you certainly can’t do it. They had to get out of India. The French 
are going to have to make some kind of concession to the Algerians 
whether or not we give another $4 billion to France. 

General Lemnirzer. You can’t possibly compare the objectives of 
this program with colonialism or anything of that character. The 
objectives of this program are so foreign to that kind of an objective 
I don’t think they can be compared in anyway: 

This is a mutual security program. It helps the assisted countries 
and it helps the United States. I just don’t see how you can possibly 
cm the two objectives. 

Mr. Saunp. General, you are quite correct. So far as the American 
people are concerned, they have no other motive in mind except to 
help those people build their own economy and have a better way of 
life. But the way we are proceeding, when we are trying to maintain 
a status quo of kings and dictators in that part of the world, that is 
not the way the people understand it. 








146 MUTUAL SECURITY ACT OF 1960 


General Lemnrrzer. That is not the objective of the mutual secu- 
rity program. 

Mr. Saunp. If the objective is wrong, then there will be no talk 
about it. We all mean well. The way I see it, we are proceeding in 
the wrong direction. 

Mr. Zasiocki. Isn’t the objective of the program, General, to pre- 
vent the new colonialism, the Communist colonialism ? 

General Lemnrrzer. The objective of the program is mutual secu- 
rity. 

Chairman Morean. Thank you, Mr. Irwin, General Lemnitzer, and 
General Palmer. 


The committee stands adjourned. 

(Whereupon, at 1:30 p.m., the committee was adjourned.) 

(The following information has been supplied for the record in 
response to a request by Mrs. Bolton (see p. 119) :) 


MILITARY ASSISTANCE INSTITUTE 


On January 29, 1960, the Military Assistance Institute graduated the 15th 
class since its establishment on September 2, 1958. This has involved the train- 
ing of 1,495 students. In addition to the personnel assigned to MAAG’s and 
missions in 42 countries, this total includes small numbers of individuals assigned 
to military assistance duties in ISA, Headquarters USAF, and the unified 
commands. 

While the number of students per class has averaged approximately 100, the 
size of the classes has varied from class No. 1 with 78 students to class No. 14 
with a total of 116. Equally significant is the number of countries involved. 
For example, graduates of class No, 6 were assigned to 14 countries while grad- 
uates of class No. 9 were assigned to duty in 26 different countries. 

There is substantial evidence to indicate that the results being obtained from 
this training course are highly satisfactory. Comments from senior commanders 
in the field and questionnaires completed by more than 50 percent of the 
graduates of the first 11 classes, after having had the opportunity to make 
application of their training on the job, have been virtually unanimous in their 
praise of the Institute. Moreover, the commander in chief of the Pacific Com- 
mand recently requested that MAAG assignees, except in isolated cases, no longer 
be required to report to that headquarters for briefing and orientation prior to 
proceeding to their duty station. He attributed the elimination of this require- 
ment directly to the training being received by officers while attending the 
Institute. 

The following comments made in the Final Report of the President’s Com- 
mittee To Study the U.S. Military Assistance Program (the Draper Committee) 
are considered significant in respect to the evaluation of the training course 
offered at the Institute (composite report, p. 168) : 

a * = * am * * 


U.S. personnel engaged in the mutual security program.—We cannot emphasize 
too much the importance of the selection, training, and orientation of U.S. 
field personnel who are the frontline of the mutual security program. The 
success or failure of the program rests to a substantial degree in their hands. 
These individuals, who are in frequent contact with the different levels of 
leadership in each country concerned, should, as well as being technically 
qualified, understand, accept and have the will and ability to promote the basic 
purposes of the mutual security program. 

a ” + x ot * * 


“Among the training programs now in effect for mutual security personne! is 
that carried out by the Military Assistance Institute in Washington. It now 
provides specialized and highly competent instruction for approximately half 
of the military officers assigned to oversea military assistance duties, prior to 
their departure abroad. The committee has been impressed with and strongly 
endorses the work of the Institute and proposes that all officer personnel as- 
signed to military assistance duties be required to take its training course.” 


* * * * * * * 
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An ad hoc committee composed of representatives of the three military de- 
partments and interested offices in the Office of the Secretary of Defense was 
established for the purpose of reviewing the operation of the Military Assistance 
Institute. This review has been made in light of the school’s accumulative ex- 
perience in conducting orientation and training for military assistance duties 
taking into account congressional interest in the school and the report of the 
Draper Committee. 

Working groups under the auspices of the ad hoc committee explored in detail 
all aspects of the school, including contract operations, relationships and coor- 
dination, facilities and location, instruction, and staffing. 

The committee found that the Institute is fulfilling its mission and making 
a major contribution to the worldwide military assistance program, and its 
performance to date fully justifies its present method of operation. The cur- 
riculum and instruction were found to be adequate and no changes were recom- 
mended. 

The ad hoc committee found that the school should be located in the Wash- 
ington area (because the curriculum involves frequent student visits to, and 
the use of guest speakers from, fhe Department of Defense, other Government 
agencies, and foreign embassies) and that no alternative space, which would 
not involve prohibitive renovation costs is available within an acceptable dis- 
tance from Washington. 

The committee has reviewed the school’s faculty-student ratio and determined 
that the Institute is within acceptable staffing tolerances, the size of the staff 
being consistent with that of comparable Government operations. The matter 
of coordination with other agencies providing training for oversea assignment 
has also been examined carefully. The committee found that it would be im- 
practicable to combine training programs to any appreciable extent because of 
the specialized requirements of different agencies and personnel assignment and 
scheduling factors. 

The instruction for all students for the first 3 weeks is virtually the same. 
During the final week, officers to be assigned as MAAG chiefs and all officers 
of general or flag rank are scheduled for further country and area study, 
protocol visits, and special briefings by the Department of State, the Interna- 
tional Cooperation Administration, the military departments, and by various 
offices in the Department of Defense. 

Officers designated for assignments in the planning and programing area 
during the fourth week of the course participate in a number of practical 
programing exercises not required for other officers. 

Enclosed is a table showing the currently estimated costs of operation. 


MakrcaH 1, 1960. 
Cost or OPERATION—MILITARY ASSISTANCE INSTITUTE 


As currently operated, the cost of operating the Military Assistance Institute 
is as follows: 


Per year 
Ue Ge COME INCE, CUCU aie ecieabinieen ce eaennncenne $361, 566 
Ee ITE CN ainsi tees hiteniesneteiteecininoneialliiatianiiie ghia eemammnitaie es 276, 073 
FR a ies hse Senescence ajonleandinsegestninici apart theacaeeda aaaemeaiictialaa Deneatiiean ena 41, 664 
IIIS Ge i snceititerocrteeetirininctbbidaeeitneeentanneniaeeenanene 22, 103 
OI een hid apcteoenacelninin essai inmeanieinices eal ainaamamiaaet alae hacia beth aan 17, 726 
TP i sicchter sting Revere ieee tegniinameeeheietamatinic onda cate ieetilikinie sommes 4, 000 


Above estimates subject to final audit. Costs for fiscal year 1961 are estimated 
to be at a comparable level. 
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MONDAY, FEBRUARY 29, 1960 


House or REPRESENTATIVES, 
CoMMITTEE ON ForEIGN AFFAIRS, 
Washington, D.C. 
The committee met at 10:50 o’clock a.m., in room G-3, United 
States Capitol, the Hon: Clement: J. Zablocki presiding. 
Mr. Zastockt. The meeting will please come to order. 


The committee will resume hearings on the mutual security pro- 
gram. 


Our first witness this morning is Mr. John C. Lynn, Legislative 
Director, American Farm Bureau Federation. 


His assistant is Mr. Herbert E. Harris, Assistant Legislative Di- 
rector, American Farm Bureau Federation. 
Proceed, Mr. Lynn. 


STATEMENT OF JOHN C. LYNN, LEGISLATIVE DIRECTOR, 
AMERICAN FARM BUREAU FEDERATION 


Mr. Lynn. With your permission, we would like for our statement 
to apecet in the record as if read and we will brief it. 

Mr. Zasiockt. Without. objection. 

(The prepared statement is as follows :) 


The American Farm Bureau Federation appreciates this opportunity to 
present its views with regard to several aspects of the Mutual Security Pro- 
gram. Farm Bureau is a free, independent, non-governmental, voluntary or- 
ganization of 1,602,117 farm and ranch families in 49 states and Puerto Rico. 

Farm Bureau policies continue to recognize the need for international coopera- 
tion and the necessity for the United States to maintain its leadership in the 
pursuit of lasting peace. We believe that the United States should continue 
to stand ready to support needed constructive assistance to nations of the 
free world. 

We feel that one of the paramount factors that will give strength to the free 
world is a high-level, mutually advantageous trade. We have given strong sup 
port to the Reciprocal Trade Agreements Program and continue our firm belief 
that two-way mutually advantageous trade is preferable to unilateral transfers 
by the United States through grants or excessively long term “easy” credit. 

A sound international trade program should be the keystone in America’s 
foreign policy. Today our trade program is seriously threatened by our present 
balance of payment position. It is imperative that constructive steps be taken 
immediately to correct this situation. 

For over a decade, the United States has contributed vast amounts of military 
equipment, capital investment, and technical assistance to nations throughout 
the free world. The rehabilitation of Western Europe and the common defense 
against Communism required the expenditure of large amounts of human and 
economic resources. The economic resurgence of many nations that formerly 


were recipients of our aid makes mandatory a comprehensive revision of our 
Mutual Security Program. 
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Last December the voting delegates of our member state organizations adopted 
the following Farm Bureau policies for 1960: 

“We should continue to stand ready to support constructive assistance to less 
developed nations that show a willingness and a desire to use such assistance 
properly. 

“The Mutual Security Program should be separated into three distinct cate- 
gories: 

““(1) When it is determined to be in the best interest of U.S. security, mili- 
tary aid should be provided to assist nations that are incapable of equipping a 
military establishment adequate to withstand the threatened aggression of 
communistic nations. U.S. military experts should constantly review the need 
for such aid and evaluate its effeetiveness. 

“(2) Technical assistance should be designed to aid less developed nations 
expand their production through improved technology and practices. This 
assistance should be offered only to those nations that demonstrate a desire for 
such assistance by developing local programs to make maximum use of technical 
aid. 

“(3) Eeonomic aid in the form of capital investment should be substantially 
reduced. It should be limited to loans rather than grants.” 

Principles of Program: While Farm Bureau recognizes America’s responsi- 
bility in the free world, we reject the proposition that the United States can 
“buy friends” or that the United States can or should assume total responsi- 
bility for the defense and development of the whole free world. Mutual security 
should be based on the principle of helping other countries help themselves. We 
cannot “develop” a country. There are basic decisions which can only be made 
by a country itself and the effectiveness of our assistance is necessarily de- 
pendent on an individual country’s own dedication to the objectives of defense 
and development. 

It has become apparent that it is time for other industrialized nations of the 
free world to assume a greater share of the burden of economic development 
and military aid. They have earned the right to participate more fully in the 
fight against Communism and the struggle for development. We should not 
deny them this opportunity. 

Farm Bureau’s specific recommendations on the Mutual Security Program are 
based on the recognition of the foregoing principles—that countries have a 
responsibility to help themselves, and that other industrialized countries have 
a responsibility to participate in a mutual security program for the free world. 

U.S. fiscal policy: It is necessary that the United States adopt and maintain 
domestic policies which will keep our country economically strong and financially 
sound. This is important not only to our own country’s future, but also to our 
position as the leader of the free world. 

We have a duty—and it is a serious obligation—to set an example to less 
developed countries that we have the ability to manage our own fiscal affairs. 
The fight against inflation requires the reduction of federal government ex- 
penditures. 

We believe the Administration’s request for Mutual Security can be reduced. 

Balance of Payments: As indicated above, the present balance of payment 
situation has serious implications to our foreign trade policy. The following 
table shows the balance of payment position : 


Balance of payments 
(Billion dollars] 





1957 1958 
Dollars paid by other countries to the United States for— 
Goods and services the United States sold to other countries (includ- 
ing income from investments) ...._-....-.-.....-.---.--.---.. LL. 26.4 23.1 
Other euxchanae: eermings q ca cesetsn inn ge <s sneb cided dase en - tseeesben 1.3 4 
yoeie Gaemeaase Germann. ss ee ST SESS 27.7 


Dollars paid to other countries for— 


Goods and services sold to the United States.............-...-.--.---- 18.3 18.0 
Praveen savestmnde iS ek Bee ee 3.2 2.9 
Military expenditures overseas.....................-----.--------- ude 8.1 3.4 
I Oe aac ae 2.6 2.6 

Pr I IN icine dp nite bie diaieicg a eannsnaiahlaa 27.2 26.9 





1In 1958 we earned $4.2 billion less than in 1957; $1.2 billion less than in 1956. 
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In 1958 we spent $300 million less than in 1957; $1.2 billion more than 
11956. 

The result, a gold or dollar “outflow” of $3.4 billion in 1958 compared to an 
“inflow” of $500 million in 1957 and an “outflow” of $1 billion in 1956. 

Although complete figures are not available for 1959, present information indi- 
cates a gold or dollar outflow for the first three quarters of $3.1 billion. The 
total outflow for the year appears to have been approximately $4 billion. 

It is obvious that immediate steps must be taken to correct this deficit. Farm 
Bureau firmly believes that the sound, long-range solution lies in expanded “‘dol- 
lar exports”—not in trade restrictions. This means that U.S. industry and 
agriculture must keep costs under control and prices competitive. It also means 
that the United States must insist that other countries promptly remove discrim- 
inations against imports of U.S. products. These discriminatory restrictions 
were originally instituted by other countries when they had balance of pay- 
ment difficulties. For the most part this is no longer a valid justification and, 
under the trade agreements program and the General Agreement on Tariffs and 
Trade, these countries have the obligation to remove the restrictions. 

It is true that some progress has been made in this regard. However, there 
still remains numerous discriminatory restrictions against American exports. 
American agriculture especially has been placed at a serious disadvantage be- 
cause of this situation. Unless more progress is made toward the goal of ex- 
panded U.S. exports, trade restrictionists may very possibly win their fight 
to wreck America’s trade agreements program. Indeed, their success is almost 
assured unless we take prompt action to bring our international payments into 
better balance. 

Expanded exports constitute a long range program which cannot be achieved 
if at the same time the United States is applying greater import restrictions. 
This means that immediate action must be taken to reduce our “dollar out- 
flow.” 

Farm Bureau believes that this necessitates a reduction in our foreign aid. 

The Mutual Security Program cannot be considered in a vacuum. It must be 
related to the U.S. balance of payments position. 

We, therefore, recommend for fiscal 1961 a $2,998,000,000 authorization for the 
Mutual Security Program. This is less than was appropriated by Congress for 
the current year. It represents a total reduction from the Administration’s re- 
quest of $1,177,000,000. 

In recommending a reduction in the total Mutual Security Program, Farm 
Bureau recognizes its responsibility to specify the particular areas in the 
Administration’s budget where reductions are possible and desirable. (See at- 
tachment, Recommended Authorizations for Mutual Security Program.) 


Military assistance 
PA UTTIIESETR REIT | ne oe $2, 000, 000, 000 
Farm Bureau Recommendation................_---___-_-_. 1, 500, 000, 000 


For the last several years we have recommended, and Congress has appro- 
priated, substantially less than has been requested by the Administration for 
military assistance. In previous years Farm Bureau has stated that the carry- 
over on this program was excessive. As this committee recalls, fiscal year 
1954 began with a carryover of $8.5 billion. A substantial reduction in this carry- 
over illustrates the soundness of Farm Bureau’s position. We recognize the 
progress which has been made in reducing this carryover to reasonable propor- 
tions. Our recommendation for fiscal year 1961 of $1,500,000,000 represents a 
$200 million increase over the appropriation for military assistance made by the 
Congress for the current year. 

We firmly believe that the United States and the free world must remain 
militarily strong if we are to deter Communist aggression. However, other 
industrialized countries now are able and should assume a greater share of the 
responsibility for this military security. Substantial military expenditures are 
necessary in the present situation. Communist Russia is as much a threat to 
the free world today as it has ever been. U.S. military expenditures constitute 
a large share of our budget. While this is necessary, we must recognize it to be 
a serious drain on our economy. Other industrialized countries must share this 
burden and should not expect the United States to provide vast amounts of 
military equipment on a grant basis. With the proper cooperation from other 
countries, we believe that the Administration's request can be reduced to $1% 
billion without impairing the effectiveness of the program. 
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We further recommend constant vigilance in the program to assure that 
military equipment be provided only where it will strengthen the military posture 
of the free world’s defense against Communist aggression. Serious mistakes 
in this program could result in military aid weakening rather than strengthet- 
ing free world unity. It seems apparent that military aid must be carefully 
evaluated before it is provided to countries not directly threatened by Com- 
munist military aggression. 

Economic aid 
Defense Support : 
Adwiinintration ’ ‘requestoii 6.2 es ee a $724, 000, 000 
Farm’ Bureau recommendation__.-_...~___----__--------_-- 500, 000, 000 


This category of the Mutual Security Program continues to be the major 
item of economic aid. Authorization for defense support has remained at a 
consistently high level for a number of years. We supported the reduction in 
the appropriation for this category last year and believe it should be further 
reduced this year. It is important that countries on the perimeter of Communist 
nations remain militarily and economically strong. We believe that the United 
States can and should assist them to the extent possible. We do not believe 
that a program of grants for economic aid carried on at this level for such 
a long period,of time is the way to build strength in the economies of these coun- 
tries. It is possible that we are helping to “build in” dependence on the U.S. 

We doubt that such vast sums of U.S. capital can be injected into the economies 
of the principal recipients of this aid with beneficial results. For example, total 
U.S. Government grants and credits to Korea, Taiwan and Vietnam, who receive 
over fifty per cent of the monies authorized in this category, have been approx- 
imately $5. billion since 1945. This is excluding all direct military assistance pro- 
grams. 

We must dislodge the notion that the United States is prepared to support 
permanently to such a degree the economies of such countries. Otherwise the 
defense of the free world will be seriously weakened. There is evidence, for 
example, of instances where countries are maintaining a larger military estab- 
lishment than that recommended by our own Defense Department. Under such 
situations, we feel that defense support funds should be withheld from them on 
a.proportionate basis. Otherwise, we are placing the United States in the posi- 
tion of supporting the maintenance of military establishments in excess of the 
needs that are determined by our own military experts. 

There are other means through which countries can obtain capital for ece- 
nomic development, not the least of which is private investment. In addition, 
Public Law 480, the Agricultural Trade Development and Assistance Act, has 
provided substantial quantities of foreign currencies that have been made avail- 
able for use in these countries. 

The principal recipients of defense support funds have made use of the P.L. 
480 program in the past and we feel certain that they will continue to make use 
of it. Congress has authorized sales for foreign currencies at the rate of 
$1.5 billion per year for 1959 and 1960. 


Development Loan Fund: 
rh so eiaues $700, 000, 000 
On MUTT ret ne aa 468, 000, 000 


Farm Bureau’s policies for 1960 state: “The Development Loan Fund should 
be used only after it has been demonstrated clearly that (a) total financing is 
not available through private investment, the World Bank, the International 
Finance Corporation, the U.S. Export-Import Bank, or any combination of these 
sources and (b) the recipient nation is prepared to follow national economic 
policies which provide a climate that attracts private investment.” 

In recent months, numerous additional sources of credit have been established 
for underdeveloped countries. Farm Bureau supported the increase in the U.S. 
quota to the International Monetary Fund of $1,344,000,000. ‘This brought the 
U.S. share to $4,125,000,000. We supported the increase in the U.S. subscription 
to the World Bank from $3.175,000,000 to $6,350,000.000. In 1955. we supported 
the establishment of the International Finance Corporation with an available 
capital of $100,000,000. 

We believe these institutions provide important sources of credit to the coun- 
tries of the free world. Farm Bureau has given vigorous support to the Export- 
Import Bank. The Bank is now authorized to have loans and guarantees out- 
standing at any one time of $7,000,000,000. 
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During the last session, Congress authorized United States participation in the 
Inter-American Development Bank which was established to. provide credit facil- 
ities of $1,000,000,000 to Latin American countries. We understand that this is 
to be increased by $500 million in 1962. The United States is authorized to con- 
tribute $450,000,000 toward this institution.. The total United States contribu- 
tions to these institutions amount to $17,960,000,000. 

There is a limit to the amount of capital funds the United States can provide 
to other countries. Many believe that limit has already been reached. How- 
ever, the Administration is now proposing the International Development As- 
sociation which is designed to provide initially $1,000,000,000 for “easy-term” 
economic development loans. The United States will be expected to provide 
$320,290,000 toward this institution when fully established—approximately 
$82,000,000 the first year. 

We understand that the purpose of this institution is to provide a mechanism 
through which other industrialized countries can share the burden of providing 
funds for economic development to underdeveloped countries. If this is the 
purpose, then it stands to reason that the Development Loan Fund should be 
reduced at least to the extent that the United States contributes to the Inter- 
national Development Association. The appropriation for the Development Loan 
Fund in fiscal year 1960 amounted -to $550,000,000; our contribution to the 
International Development Association the first year, fiscal year 1961 is sched- 
uled to be $82,000,000. Therefore, Farm Bureau recommends an authorization 
for the Development Loan Fund of $468,000,000... This is. $82,000,000 less than 
the amount Congress appropriated last year. 

We recommend that the Development Loan Fund make credit available only 
when such credit can be used as a means of making additional financing avail- 
able through private investment or through established “bankable loan’ institu- 
tions. “Easy term” loans are an expedient and must be administered with cau- 
tion and prudence, otherwise, a disservice may be done to the recipient. 

To illustrate, we recommend first priority be given to loans for projects where 
it is clearly established that such loans will make possible additional financing 
through the banking institutions, both publie and private. For example, coun- 
try “A” needs a fertilizer plant. This country might have a deposit of phos- 
prate rock where the plant should be located, but in order to make the fertilizer 
operation feasible there would need to be built 20 miles of railroad line into 
such a site. We will assume that neither the International Bank, nor private 
investors would want to build the railroad; however the above institution might 
have indicated that they would finance the development of the phosphate deposit 
and build the necessray fertilizer plant, if the country in question would provide 
the rail facilities. In this instance, the Development Loan Fund should give first 
priority to a loan for the construction of the rail facilities. 

By “first priority” it is intended to mean—and we believe the committee report 
should so indicate—that even though there are pending other loans where the 
DLF would be required to put all of the financing up, such a loan as described 
above would take priority over all other applications. This is using the Devel- 
opment Loan Fund for true economic development by assisting in the genera- 
tion of bankable, repayable loans. This would be a demonstration of how 
government financing, through the DLF, could bring, together governments and 
private investors in a most.appropriate way. 

We have grave concern that due caution is not being exercised to avoid the 
making of loans for projects which could have been financed through other 
established lending agencies. We urge the committee to make a thorough ex- 
amination of this point. 

The Development Loan Fund should not be used as a means to encourage 
socialism by financing the nationalization of industries in underdeveloped coun- 
tries. The Farm Bureau feels that private competitive enterprise has been 
the basis for the tremendous strides that the United States has taken in the 
economic field. We feel that the underdeveloped countries of the world should 
be encouraged to take advantage of the benefits of this system. The United 
States must not be a party to leading so-called “underdeveloped countries” 
down the dead-end street of socialism. We, therefore, recommend that. this 
committee’s report make clear that the funds provided in fiscal year 1961 then 
for the Development Loan Fund should be directed toward those countries which 
have created the economic climate to attract private enterprise. 

We believe that more consideration should be given to the funds accumu- 
lating as a result of the P.L. 480 program, the Agricultural Trade Development 
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and Assistance Act, and to the proper utilization of such funds. According to 
our best information, there is over $2,574,000,000 in foreign currencies accumu- 
lated under this program that have been designated for economic aid. There 
is additional authorization for foreign currency sales of approximately $2,- 
250,000,000. In determining the level of economic aid, it should be held in mind 
that these funds are available for loans and grants and, where possible, the Mu- 
tual Security dollar appropriations should be decreased accordingly. 

For example, in the case of India, these funds amount to $778 million. Of 
the United States agricultural products supplied India last year, 99.8 percent 
were supplied under special government programs; only 2/10ths of 1 percent 
through normal commercial procurements. 


Special Assistanee and Contingency Fund: 
Preaek: MOG ROE isis ithcscdieni ds Deccepinttenittta tte ttnteats $443, 000, 000 
Farm Bureau recommendation__.._...-.-..---..-------..-- 258, 000, 000 


We recognize that the President should have available funds that can be 
used abroad in case of emergencies, such as natural disasters. There is pres- 
ently authority in the legislation for the transfer of funds from one category 
to another. P.L. 480 provides substantial authorization which can be used by 
the President for this type of emergencies. 

We recommend that the contingency fund be eliminated. 

We believe that the Special Assistance category should be very carefully 
scrutinized. Extreme caution must be used in administering the program, 
otherwise we may be accused of attempting to buy the friendship of sovereign 
countries. We believe that in the long run such attempts will lessen our ability 
to give effective leadership to the free world. Other categories of the program 
should be able to provide the assistance to countries where we have military 
bases. We sincerely believe that it is time to reduce the Special Assistance 
category. 

TECHNICAL COOPERATION 


U.S. Technical Cooperation Program: 
Administration xweubestn iis dios de eis ue asda $172, 500, 000 
Farm Bureau recommendation... ..--.-.-. 155, 000, 000 


As we understand the Technical Cooperation Program, it is the extension of 
American know-how and show-how. Farm Bureau believes that one of the 
most effective means by which we can assist other countries in achieving their 
desires of economic development is through such a program as properly admin- 
istered. 

While such a technical cooperation program should be limited largely to 
technical demonstration of know-how and show-how, there is another aspect 
to which we would like to give emphasis. We firmly believe that one of the 
fundamental reasons for the tremendous economic growth in the United States 
has been our economic system of private, competitive enterprise. A climate 
has been provided by our governmental policies that encourage opportunity and 
individual initiative, which we think is essential to real economic development 
in any country. 

The proper selection and training of our personnel who are to go abroad on 
technical cooperation programs is of the utmost importance. They are more 
than technicians. They should be ambassadors for “the American way.” The 
understanding and friendship which they can create will be of lasting importance 
to the United States and to the free world alliance. We cannot force advanced 
technical methods upon other peoples—we can give them the opportunity to 
learn about them. We should not attempt to force any political and economic 
system on other peoples; however, we can and should give them the opportunity 
to understand the “keys” to the success of the American “free choice” system 
founded, as it is, upon private property, competition and individual reward. 

We have recently had an opportunity to observe this program in Latin 
America. We believe this program is capable of making a very real contribu- 
tion to the development of these countries. However, there is a serious ques- 
tion as to whether or not we are properly concentrating our efforts. In some 
instances it appears we have taken the attitude that every country must have 
a technical cooperation program. Countries should not have this program unless 
they want it and are willing to provide the economic climate and the local 
cooperation necessary for the success of the program. 

We believe that there are instances where the United States keeps U.S. tech- 
nical cooperation programs operating because someone thinks it would be 
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embarrassing to abandon the program and call out our technicians. Where con- 
ditions are such that technical cooperation programs cannot be successful, they 
should be terminated. 


We believe that an authorization of $155,000,000 will provide the funds neces- 
sary for essential services as outlined above. 


Multilateral Technical Cooperation : 
Administration request..............----.._-_____ saciid indies $35, 000, 000 
Farm Bureau recommendation_..._............_- 5 16, 500, 000 


Farm Bureau has previously expressed serious doubts as to the advisability 
of United States participation in the so-called United Nations Special Fund. 
We believe that the language of the resolution adopted by the United Nations 
and authorizing this program could be interpreted as inaugurating SUNFED 
and establishing a mechanism in the United Nations through which the United 
States would be expected to channel vast amounts of economic aid. We are 
opposed to such a policy. We will do the underdeveloped countries of the free 
world a disservice if we allow U.S. aid funds to be subjected to any degree to 
the influence of Soviet Russia. 

As Congress moves to consider the advisability of U.S. participation in the 
International Development Association as a part of the World Bank, we believe 
it would be wise to reconsider the advisability of U.S. participation in the 
Special Fund, if only from the standpoint of the confusion that will arise 
from the establishment of so many international financial institutions in this 
field. , 

We believe that the United States contribution to the United Nations Expanded 
Technical Assistance Program should be limited to 3314 percent of the total. 
Farm Bureau’s policies state: 

“The United States should support the United Nations and its specialized 
agencies where their policies and programs are consistent with their original 
purposes and the foreign policy objectives of the United States. Any financial 
support should be based on the demonstrated willingness of other nations to 
contribute a substantial and equitable share. We shall continue to insist that 
funds made available by the United States for the specialized agencies of the 
United Nations be appropriated directly to the agencies. The administration 
of such funds should be the primary responsibility of these agencies.” 

The recommendations that we have made are designed to (1) make the 
Mutual Security Program more effective in the defense against Communist 
aggression; (2) reflect the critical need for reducing federal expenditures, 
and (3) contribute toward reducing our serious international balance of pay- 
ment problem. We believe the recommendations made herein will not impair 
the essential operation of the Mutual Security Program but, indeed, will 
strengthen its operation. We urge the Congress to adopt these recommen- 
dations. 


Recommended authorizations for mutual security program, fiscal year 1961 











[Millions] 
Adminis- F. B. 
tration recom- 
request, jmendation,| fiscal 
fiscal year | fiscal year 
1960 1960 
Military sesietemes, \ + .-.....--:--...602- $1, 600.0 $1, 500.0 
Technical cooperation .....-.....-.-.--~--- 211.0 196.0 
U.S. technical cooperation...........-.- 179.5 179.5 . 
Multilateral technical cooperation... 31.5 16.5 ‘ 
eee es See 
Economie aid. . ...-....--....--------+--++ 2,118.0 1, 404.0 . 
Defense support... ..-...-..-.-..-.---. 835. 0 520.0 
Development Loan Fund... -.-.-.--.- 700.0 500.0 
Contingency fund_--............---.-- 200. 0 } 272.0 
Special assistance........-.-...---.-.-- 271.0 
Other programs ; 2.0. 255 p sta 112.0 112.0 
OO 
abet i i<d5t fi OSs. 3, 930. 0 3, 100.0 8 | 2, 998.0 
FE PINs wi incencesecenssne seins canecked enadsodsnsg frrechr=rdy3° 177.0 
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Mr. Lynn. We appreciate the opportunity to present the views of 
the Farm Bureau in regard to this important program. Although we 
are recommending substantial cuts in this program from the Adminis- 
tration’s request, we want it clearly understood that we still believe 
that this program plays an important role in our national security 
and in helping to protect the security of the free nations. 

We think the program in fiscal year 1961 must take into considera- 
tion some of the changes that have taken place in the world. For ex- 
ample, the balance of payments difficulties that we find ourselves in 
now, Mr. Chairman, we think is a very serious matter. It is much 
more serious than the three and a half or four billion dollars involved, 
in that a great many people are using this as an excuse for retrench- 
ment with regard to U.S. trade policies. We could easily undo a great 
deal of good we have done through the mutual security program and 
the Reciprocal Trade Agreements program if we fail to take this into 
account. 

We are not contending that the balance of payments situation 
should be the only consideration. Certainly the best way for us to 
get out of the difficulty with regard to balance of payments is to 
expand our export. The U.S. should do everything possible to 
expand our exports. We also have to keep in mind that trade is a two- 
way street. 

We have on page 3, Mr. Chairman, outlined the figures that must 
be very familiar to you with regard to the balance of payments 
situation. 

Farm Bureau’s specific recommendations on the mutual security 
program are based on the recognition of the following principles: 
That countries have a responsibility to help themselves and that. other 
industrialized countries have a responsibility to participate in the 
mutual security program for the free world. 

We think these are two very important principles that should guide 
us as we consider this program. 

The balance of payments figures are clear and we will not take the 
time to review them, except to say that the total in-balance seems to 
have approached four billion dollars in 1959. This indicates a very 
serious situation—one which gives us all real concern. 

Going over, Mr. Chairman, to page 5, to the specific recommenda- 
tion, we recommend a two billion nine hundred ninety-eight million 
dollar authorization for the mutual security program. This seems 
like a substantial cut. It amounts to about a $1,177 million reduction. 

We have gone into detail in our prepared statement with respect to 
each of the major categories. Let’s review them briefly. With regard 
to military assistance, we are recommending $1,500 million. This is 
about $200 million more than the Congress actually appropriated last 

ear. 

e We recognize this is a very important part of our total program, 
but to repeat what we have said on numerous occasions before this com- 
mittee, we believe that a greater share of this burden, particularly 
with regard to military hardware, can be taken on by many of our 
allies. I noticed that the President, in his message in regard to this 
program, indicated that it was necessary to continue to have a large 
military assistance program in order not to undo many of the things 
that we have already done. 
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I don’t know all that he had in mind there, but I think this has to 
do with maintenance of our own equipment that we have furnished a 
great many of the nations. 

With regard to the next category, economic aid, which is under the 
heading of “Defense Support,” we are recommending a reduction of 
$224 million which is about $195 million less than appropriated last 

ear. 

We all recognize this as economic aid. We believe later on in our 
statement we have indicated that there is sufficient lending authority 
in other categories to justify the reduction in this grant-aid type 
program. We fully recognize where this money is going and to whom 
it is going, however, we believe this can be reduced. 

We point out again, sir, that foreign currency accumulated under 
Public Law 480 is used, for economic assistance and that this fact 
should be given more consideration. 

We have a tremendous amount of this local currency on hand. 

Going to page 7, to the Development Loan Fund, we are recommend- 
ing $468 million for this program. I would like, if I might, Mr. 
Chairman, to just read page 8 of this statement, which I think 
summarizes this fairly well. . 

In recent months, numerous additional sources of credit have been 
established for underdeveloped countries. Farm Bureau supported 
the increase in the U.S. quota to the International Monetary Fund of 
$1,344,000,000. This brought the U.S. share to $4,125,000,000. We 
supported the increase in the U.S. subscription to the World Bank 
from $3,175,000,000 to $6,350,000,000. In 1955 we supported the estab- 
lishment of the International Finance Corporation with an available 
capital of $100,000,000. 

Ve believe these institutions provide important sources of credit to 
the countries of the free worlds Farm Bureau has given vigorous 
support to the Export-Import Bank. The Bank is now authorized 
to have loans and guarantees outstanding at any one time of $7,000,- 
000,000. 

During the last session, Congress authorized United States partici- 
pation in the Inter-American Development Bank which was estab- 
lished to provide credit facilities of $1,000,000,000 to Latin American 
countries. We understand that this is to be increased by $500 million 
in 1962. The United States is authorized to contribute $450,000,000 
toward this institution. The total United States contributions to these 
institutions amount to $17,960,000,000. 

There is a limit to the amount of capital funds the United States 
can provide to other countries. Many believe that limit has already 
been reached. However, the Administration is now proposing the 
International Development Association which is designed to provide 
initially $1,000,000,000 for “easy term” economic development loans. 
The United States will be expected to provide $320,290,000 toward 
this institution when fully established—approximately $82,000,000 the 
first year. I think the basic question with regard to the IDA is 
whether. the IDA is going to be a way of our sharing this responsi- 
bility with other countries or another method of increasing the burden 
on the United States. 

We must consider, I think, the IDA and the Development Loan 
Fund together. 
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STATEMENT OF HERBERT E. HARRIS, ASSISTANT LEGISLATIVE 
DIRECTOR, AMERICAN FARM BUREAU FEDERATION 


Mr. Harris. I would like to comment at this point if I may, Mr. 
Chairman. We have heard a great deal of talk and recommendations 
that it is imperative for other industrialized countries to start sharing 
some of the burden of economic aid for underdeveloped countries. 
The basis for this International Development Association proposal has 
been that this is a mechanism by which we can share the burden. 
Despite all the increases in the U.S. share in various capital funds, 
which we have outlined, we find the Development Loan Fund coming 
in with the same request as it did last year, which is $150 million more 
than was appropriated last year. 

If we really mean that IDA will be a method of sharing this burden 
with other countries, certainly we should cut back the Development 
Loan Fund request, at least by the amount of the U.S. share, to IDA. 
We are not proposing a reduction to the extent of the total authoriza- 
tion for IDA, the $320 million, but only the amount that will have to 
be appropriated this year; if we are going to start a precedent that 
IDA is a way of sharing the burden, we think it should be done 
initially. 

Mr. Lynn. Continuing on with regard to the Development Loan 
Fund on page 9 of this statement, we have given an example of the 
way we think it could best be used. This is to help encourage private 
investment. We use here as an example the edskiiahmdat of a fer- 
tilizer plant. -We notice in the President’s report with regard to this 
program a great number of fertilizer plants are being built where 
there are good phosphate deposits, for example. We believe there is 
a lot of private capital that would be willing to do this. Sometimes 
it is necessary that a barge line or railroad siding be put into this par- 
ticular site. We think this is where the Development Loan Fund 
should be used. It should be used insofar as practical to make pos- 
sible sound loans through the already-established banking institutions, 
including the Export-Import Bank, World Bank and others. 

In connection with that, on page 10, we say that we “recommend 
that this committee’s report make clear that the funds provided in 
fiscal year 1961 for the Development Loan Fund should be directed 
toward those countries which have created the economic climate to 
attract private enterprise.” 

We should use these funds, we think, as a mechanism or an en- 
couragement, so to speak, to try to get some of these countries to adopt 
some of the good private enterprise that has proven so successful 
here. 

At the bottom of page 10 we develop the situation with regard to 
Public Law 480, indicating that there are tremendous amounts of for- 
eign currencies available in connection with this program. We believe 
that more consideration should be given and a better integration made 
of the needs of the mutual security program and Public Law 480. 

At the top of page 11 this figure astounded us somewhat and 
maybe it will you. In regard to India foreign currency funds 
amounting to $780 million have been accumulated under Public 
Law 480. 
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Ninety-nine and eight-tenths percent of all the agricultural com- 
modities we are supplying India move under some special government 

rogram. 

: There is very little through normal channels of finance and trade. 

Mr. Harris. Two-tenths of one percent of our agricultural prod- 
ucts that went to India last year were commercial transactions. 

Mr. Lynn. We recognize the great need of India, but there is a 
question in our mind as to whether or not they are beginning to lean 
on this crutch too much. We are not suggesting that any retrench- 
ment be made in connection with the plan for exporting food into 
India, but you can get so dependent on someone else that the muscles 
of your own legs begin to get weak, and when you start to walk 
you can’t. 

With regard to the next category, special assistance and contin- 
gency fund, we are recommending a slight decrease in the special as- 
sistance fund, but we are recommending that the contingency fund 
be eliminated from this budget consideration. 

The President of the United States has ample authority to meet 
any emergency we think. There is.authority under Public Law 480. 
There is authority for him to transfer funds. We believe that this 
contingency fund could be eliminated and we could perhaps save this 
much in regard to the budget consideration of this program. 

The technical assistance program, we believe very strongly in. We 
are recommending an increase of five million dollars over the amount 
of money appropriated last year. 

However, this is a cut from the Administration’s request. We are 
recommending $155 million for the technical assistance program. We 
think this program is doing some real good. 

As we pointed out on page 12, we should not atempt to force any 
economic system on other peoples. However, we should and can 
ey them the opportunity to understand the keys to the success of 

merican—of a free choice system founded as it is upon private 
property, competition and individual reward. 

Page 13, the multilateral technical cooperation ; we are recommend- 
ing that this authorization be $16,500,000. This is consistent with 
our poner that we have enumerated here many times, that our part 
in this expanded technical assistance program should not be over 
3314 percent. 

If the other countries were doing their share with regard to this 
program, the amount of money available even this year would be 
roughly $40 million, and if the other countries contributed as we think 
they should in connection with this fund and our share went down 
to 3314 percent, the expanded technical assistance program would 
have available roughly $50 million. 

Mr. Chairman, this completes some of the basic points of our 
statement. We have attached here a table which summarizes our 
budgetary recommendation in connection with this. 

I wonder, Herb, if you would supplement this summary ? 

Mr. Harris. I would like to mention two things, Jack, in regard 
to the technical assistance programs. 

First of all, the bilateral program. We had an opportunity to 
review some of our technical assistance programs in the field during 
the past year. We continue to be impressed by the real possibility 
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of helping other countries through this method, but we become more 
and more convinced of the importance of our technicians knowing 
what it is that they are selling in addition to just pure technology. 

Lo give you an example, in Brazil we saw the intensive efforts of our 
technicians to develop an extension program. Yet at the same time 
we saw that an extension program could never be successful there 
until the people in the various localities—down at the local level— 
began organizing themselves to help themselves through democratic 
institutions, 

We saw and were familiar in the past with their rural societies 
which are at the local level. We were again impressed at how im- 
portant it was for these rural societies to really get implemented in 
a democratic way if an extension program is to be successful in Brazil. 

We saw instances where we feel certain that we are not concentrat- 
ing our efforts as we should in the technical assistance program. We 
feel that in some cases the United States has taken the attitude that 
every country must have a technical cooperation program whether 
they especially show an interest, and an interest in cooperating, or 
not. 

We feel that if a country will not provide the cooperation neces- 
sary to make a program successful that we should terminate the pro- 
gram, whether some folks in the State Department think this would 
be embarrassing or not. It is simply not right to try to spread our- 
selves so thin that we are operating in all these countries regardless 
of whether or not that country shows any real interest in cooperating 
with the technical development program or not. 

In regard to the multilateral program, we have made comments 
here about the special fund. If only to prevent additional confusion, 
we feel like the Congress should reconsider our activity in the special 
fund. We have IDA now proposed. I don’t know how many insti- 
tutions of this nature we are going to get into, but it seems to us that 
it is time we try to concentrate our efforts in these programs instead of 
having a multiplicity of them spread out in several directions. 

There is no way of knowing how much control the U.S. Congress 
has over them. I would like to repeat that these recommendations 
are based on three main points, ' 

First of all, we want to make the mutual security program more 
effective. We want to reflect the critical need for reducing Federal ex- 
penditures here in the United States. And, third, we have to con- 
tribute toward reducing our international balance of payments deficit 
if we are going to save our international trade program. __ 

We have fought as hard as any organization in Washington to 
maintain a strong reciprocal trade agreements program. We see this 
program under intensive attack now. Unless we do something now 
to start to solve the balance of payments situation, this is going to 
be used as the club to stop an effective foreign trade program. This 
could do more harm in free world development and cooperation than 
virtually anything else that could happen in the foreign field. 

Mr. Lynn. Thank you very much, sir, 

Mr. Zasiocki. Thank you, Mr. Lynn, and Mr. Harris, for your 
statements. 

- I would first like to inquire, since I note very roughly your cuts 
are approximately 25 percent across the board, except for the last two 
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items developed in your report; that is, technical cooperation and 
multilateral technical cooperation; the latter is cut more than 50 
percent. 

Mr. Lynn. Yes. 

Mr. Zastockr. What formula have you used in determining the 
recommended cuts? 

Mr. Lynn. Due to the hurry-up hearing that we have in connec- 
tion with this, a special meeting was called of our executive commit- 
tee which is made up of six members of the board of directors of the 
Farm Bureau. This meeting was held a week ago today, in order 
that we might give consideration to this program. 

We furnished this executive committee all of the budgetary recom- 
mendations, every bit of the information we have. Mr. Harris, our 
technician in this field, helped prepare it. These are the recom- 
mendations coming from our “Supreme Court”, if you please, in the 
Farm Bureau. 

Mr. Harris. They went through this on an item-by-item basis. 

Mr. Zastockt. It would be most helpful if the committee could 
have the reasoning and the justification for the cuts. 

Mr. Harrts. These figures weren’t just grabbed out of the air. 
The Development Loan Fund figure, if we can look at the attachment 
for a moment, is $468 million. This is last year’s appropriation of 
$550 million minus $82 million which is going to be requested by the 
Administration for the International Development Association. 

, It is maintaining the same level of economic aid for development 
oans. 

Under special assistance and contingency fund, the executive com- 
mittee decided to eliminate the contingency fund, as they have in the 
past, and decided to make a start in reducing the special assistance 
program, a conservative start, since they have some grave reserva- 
tions on this process we have gotten ourselves into, this process of 
trying to buy our way into certain countries. 

We have seen the results of this in Morocco recently. They are 
impressed with the idea that if a country really wants to cooperate 
in a mutual security program, we shouldn’t have to buy our way into 
the country. As to the technical assistance program, the multilateral 
cooperation cut was based on the fact that they are opposed to the 
special fund. 

The U.S. technical cooperation cut was based on the fact that the 
wanted to increase it over last year but they didn’t feel like that wit 
proper emphasis it should be increased as much as requested by the 
Administration. 

The military assistance cut represents $200 million more than was 
appropriated last year. They felt that a $200 million increase was 
sufficient on this. 

Mrs. Bouron. I think your question was somewhat mine also. 

_ On what basis do you take that out? Where do you take it from 
in military assistance? What do you eliminate ? 

Mr. Lynn. What did the Congress eliminate last year? We agreed 
pretty well with the Congress last year. ’ 

Mr. ZasLockti. The cuts made by this committee were determined 
after a careful study of the programs country by country. We would 
be glad to have your specific suggestions where you believe the military 
program should be cut. 
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Mr. Lynn. One of the principal items where you can cut the mili- 
tary program is in the manner in which we try to furnish U.S. arms, 
rifles and U.S. tanks and U.S. machineguns and all of these things 
to these countries. 

We have said over and over again, Mr. Chairman, these things can 
be manufactured in their own country and be just as good equipment, 
and then they won’t have to come here for maintenance of this equip- 
ment. 

Mr. ZaBLocgi. We certainly appreciate this statement. What coun- 
tries do you have in mind? 

Mr. Lynn. Any of the Western European countries; most of the 
Western European countries can do that. 

Mr. Zasiocki. You realize that we do have programs under the 
mutual security program wherein the Western European countries 
are not only producing their own military equipment but are produc- 
ing for other countries? 

fr. LyNN. We recognize this, but it has been rather recent, in the 

last 2 or 3 years, that they have done this. 

Mr. Zaxstockr. Do I understand that you advocate the cuts in 
the Development Loan Fund because the President is requesting $2 
billion for other lending agencies? In effect are you not advocating no 
authorization of moneys for the Inter-American Bank 

Mr. Harris, That money has already been authorized as I under- 
stand it, Mr. Chairman. 

Mr. Zasiockr. You said there will be $82 million—— 

Mr. Harris. The Inter-American Development Bank—it is hard 
for us to keep them straight. The Inter-American Development Bank 
was authorized by Congress last session. This authorized a U.S. con- 
tribution to a one billion dollar fund to be created for Latin America. 

In addition, this session the Administration is requesting authori- 
zation for about $320 million for an International Development Asso- 
ciation, of which $82 million will have to be appropriated this year, we 
understand. 

Mr. Zastockt. The reason I have mentioned the Inter-American 
Development Bank is that I don’t recall reference to this agency in 
your statement. 

Mr. Lynn. It is on page 8, the second paragraph from the bottom. 

Mr. Zastocki. You stated the Administration—— 

Mr. Harris. The Administration is now proposing the International 
Development Association which is designed to provide initially one 
billion dollars for easy term economic development loans, 

Mr. Zastockt. I misunderstood the double use of the one billion dol- 
lar figure. I have confused the International Development Associa- 
tion and the Inter-American Development Bank. 

Mr. Harris. No, sir. The Inter-American Development Bank was 
authorized by Congress last year for this amount. 

Mr. Zastocki. Mr. Lynn, in your statement you suggest that coun- 
tries or nations which have not created the economic climate to attract 
private enterprise should be denied aid. Should assistance to such 
countries be cut and eliminated? If we do that, what is the result? 
Will not these countries be at the merey of Communist Russia to step 
in and give the assistance that we refuse to give? 
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Mr. Lynn. We don’t recommend it be cut completely out. We 
think that certainly under this mutual security program, none of 
the U.S. funds should be used to encourage socialism. 

Mr. Zastockt. I agree with you, sir. 

Mr. Lynn. We state clearly in here, we don’t mean to go in and use 
a big club and say, “Now, you have to change and be like America or 
we won't let you have any more money.” 

We are saying, “You ought to use this as an inducement to attain 
this economic climate.” 

Mrs. Botton. May I suggest that would perhaps come under the 
words that you used, that we are trying to “buy our way in.” 

Mr. Harris. I referred to the special assistance program——— 

Mrs. Botton. Doesn’t it come under the same category, that we are 
trying to persuade them ? 

Mr. Lynn. No, I don’t think it does. 

Mr. Harrts. In one case we are saying, if a country is going to base 
its financing on public ownership and public financing, we are doing 
them actually a disservice by supplementing that financing and say- 
ing this system can work. 

We don’t feel a socialistic system can work and is to the benefit of 
these underdeveloped countries. We feel if they can put into their 
system the motivations and inducements that we have in our private 
enterprise system, that they have a lot better “crack” at development 
than they will have if they go to socialism. 

Mrs. Bouton. There you are. It is their right. Then what hap- 
pens to the world in consequence ? 

I think it is not quite as simple as you say it is. 

Mr. Harrts. I am sure it isn’t. 

Mrs. Botton. It seems to me that it is all very much more compli- 
cated than to say if you are a socialist country we won’t help you be- 
cause we don’t believe in socialism. 

Maybe the world has to try it out and see if socialism is better or 
worse. 

Mr. Harris. Wesay not with our money. 

Mr. Lynn. We understand your point, Mrs. Bolton. It is a very 
good point. But this idea of saying “If you don’t let us have some 
more money, we are going Communist,” we don’t go for that. 

Mrs. Botton. We don’t either. I didn’t quite enjoy your words 
about “buying our way in” and then you pointed out especially in 
Morocco. What do you mean just at that point? 

Mr. Harris. That isa blunt statement, but it has been used by others. 
I think in certain countries in the Mediterranean area, if you will, we 
have taken the attitude that since we need these military bases in 
these countries for defense purposes, and since these countries are not 
qualified for military aid or defense support, that we will therefore 
supplement their technical assistance and development programs 
with direct funds oftentimes with checks to balance their budgets, 
for example. We do this under one rationale that if we don’t do it, 
they won’t let us keep our bases there. 

Mrs. Botton. We have agreed to get out of Morocco. I don’t think 
that applies. We know, our agreements in Morocco for those bases 
were made with France. I can understand the King of Morocco feel- 
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ing he is not concerned with them. Now he has agreements with us 
and our agreement is that we will get out. 

Surely it is far more complicated than just stopping off our aid! 
This whole movement across the world, call it socialism, for lack of 
a better word, is something that isn’t going to be solved by our saying 
that we are not going to put our money into it. 

The free countries, and those soon to be free as I know them in the 
African areas, are watching very closely the different methods by 
which the different countries have achieved a fairly satisfying stand- 
ard of living. They say “We have done it in so many hundreds of 
years. England has done it more slowly. Russia has done it in 40. 
China proposes to do it in 10. We want to know which one of these 
will get us the farthest in the shortest time.” 

They may very well think that this socialistic method is the way 
to do it or they may think China is on the right track. You say the 
rural societies must assume a democratic form and that technical 
assistance (correct me if I am wrong), that the technical assistance 
people should do more than just teach technology; they should make 
them do it the democratic way. 

I think that is interference in their private lives, in the internal 
affairs of their countries. 

Mr. Harris. This point is really so important to us, Mrs. Bolton. 
I spent two and a half years, for example, when the Farm Bureau 
conducted a “Young Farmer Trainees Program’”—it brought 400 
young men from 42 different countries to give them experience on 
farms to know about the technological improvements. 

I visited some of them last year in their homes. We had done 
more for them by showing them how this system worked through 
individual initiative, through incentive than we had in showing them 
how clean we keep our dairy barns. When I visited a young fellow 
in Brazil who was running a 2,700-acre fazenda and saw the way he 
treated his people now, saw the way he was planning his operation, 
saw the way that he was calling up other owners of fazendas to try 
to get them to county rural society meetings—these were the things 
that he had learned. 

Mrs. Bouron. If I may interrupt, they came over to this country 
and they learned here. But when we go over there it is very differ- 
ent. 

Mr. Lynn. It is a little different. 

Mrs. Botton. I think we are walking a razor edge path if we try 
to insist they must do it our way when they have little if any idea 
what we mean. 

Mr. Harris. I agree. 

Mrs. Borron. Russia, of course, the Communists are taking them 
out by the hundreds and taking them over to Moscow. I flew to 
Moscow last summer. From Paris the plane was filled with Guin- 
eans. They were going over for training. The Russians are open- 
ing a university for nothing but foreigners. As long as we don’t 
see things in that light, we can’t expect to have the same effect. You 
say that the technical people who go over there can show them how it 
works in this country but surely they cannot propagandize. 

Mr. Harris. I agree. 

Mrs. Boiron. I wanted to call your attention to that. 
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Excuse me, Mr. Chairman. 

Mr. Zastocki. Mr. Lynn, returning to your statement referring to 
the encouragement of private enterprise you state, and I quote: 

“We therefore recommend that this committee’s report make clear 
that the funds provided in fiscal year 1961 for the Development Loan 
Fund should be directed toward those countries which have created 
the economic climate to attract private enterprise.” 

This sentence, together with your last paragraph in the ee 
ment Loan section of your statement beginning on page 11, could be 
interpreted that you are referring to India. 

Mr. Lynn. This is not intended—this paragraph on page 10 is not 
mtended to be aimed at India. 

Mr. Harris. India is where Public Law 480 funds are available in 
great quantities. 

Mr. Lynn. Rather than the Development Loan Funds. The India 
thing refers to the Public Law 480 funds. 

Mr. Zastockt. There have been charges that India has discouraged 
private enterprise so it is a logical conclusion to make. 

Mr. Lynn. The statements may apply to India, but we do direct 
them specifically at India. 

Mr. Harris. These words are carefully chosen. We do not say 
that we can cut off the Development Loan Fund to any country that 
has any slightest tinge of socialism in its makeup. We should direct 
these funds toward the activities that will tend to increase the climate 
for private enterprise. 

Mrs. Botton. The matter of your saying that there were a number 
of countries who do not cooperate, who are not interested, you use 
those two words. We are not supposed to go into countries like that. 
The method of technical cooperation is such that the activities are 
primarily organized into jointly-agreed projects. What countries are 
you referring to and what methods? 

Mr. Harris. You can understand that it is very difficult for me to 
point to a single country and say “This one or that one is not co- 
operating.” . 

Mrs. Botton. The trouble is, Mr. Harris, if you give us only gen- 
eralities they are not useful enough. 

Mr. Harris. Let me stiek out my neck. 

Last November after a number of months of a government which 
gives every appearance of being communistically-oriented, Cuba was 
suffering from an extreme problem and that was a surplus of meat 
on their market. This was brought on by expropriating ranches in 
Cuba and thereby throwing all the cattle onto the Cuban market. 

In November of last year in this situation there were U.S. tech- 
nicians from the technical assistance program doing studies with the 
Cuban Government to help them solve this problem of surpluses of 
meat on the local market. 

I felt strongly, and I think the committee will, that this problem 
was a direct effect of the expropriations and the socialistic, communis- 
tic activities that this Government was conducting. For our tech- 
nicians to help bail out economic results of these policies seemed to 
me to be less than fruitful. In a sense we are helping them cover up 
the failures of a socialistic system. 

I feel we should pull out those technicians. 
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Mrs. Botton. That is useful information but when a country shows 
no interest, there can be no agreement, can there ? 

Mr. Harris. Take another example in Bolivia. 

Mrs. Bouton. They have shown interest. Do we have a contract 
with them ? 

Mr. Harris. We had a contract with them originally, yes. Then 
things changed, as they will in these countries. Pretty soon the tech- 
nicians feel like, “My goodness, the Secretary of Agriculture won’t 
even see me.” How can we work with them when we can’t see their 
officials ? 

There seems to be an attitude on this of “My goodness, if we pull 
those technicians out of these countries, we will lose face; there will 
be an embarrassing situation.” Anyone who analyzed it—— 

Mrs. Botton. Who has that attitude? 
Mr. Harris. I can’t 





Mr. Lynn. ICA. 
Mr. Harris. And the State Department. I think the State De- 
partment 





Mrs. Botton. They work with the State Department. 

Mr. Lynn. This is perfectly natural for a bureaucracy. It doesn’t 
necessarily mean that we ought not to look into it. 

Mr. Zastocxt. The example of Cuba that you gave is most interest- 
ing. However, if, under their system, the Cubans made a mistake and 
it takes our democratic system to bail them out, shouldn’t we do so? 
Certainly we should not proceed on the premise that all the people in 
Cuba are Communists. 

If we are to save Cuba, we should take advantage of such instant 
cases to prove to them that our system is better. Should we be criti- 
cal of ICA in such instances? 

Mr. Harris. If the Cubans came to our Government and said, “We 
need a land reform in Cuba. Will your technicians help us?” This 
will be something different. 

Mrs. Boron. This is not taking into consideration the personalities 
in Cuba—— 

Mr. Harris. That is what I am doing. They set up a program 
that creates all kinds of economic difficulties and then say it is the 
United States’ fault for creating these difficulties and blame us for 
everything under the sun. Then at the same time under cover they 
have U.S, technicians that nobody knows about—except maybe the 
Cuban Director of Agriculture and the Bank, to help them bail out 
economic problems that they have created through policies that are 
directly opposed to our philosophy. 

Mr. Zastockt. Would you advocate that we discontinue the pur- 
chase of sugar? 

Mr. Lynn. We haven’t so advocated. 

Mr. Harris. We hope we don’t help prop up the government by 
having technicians get them out of problems they get into. 

Mrs. Bourton. It is a very fine point. It is a very difficult situation 
tosolve. It isnot simple, is it? 

Mr. Zastockt. Do you have any other questions? 

Mrs. Bouton. I have overgone my questions a long way. 

Mr. Warnweicut. As Mrs. Bolton points out, if there were some 
way of bringing to the attention of the Cuban people that we do have 
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our people working with their own people for their own good, we 
would gain tremendously. 

Mr. Harris. I don’t think they will ever find out. 

Mr. Warnwricnt. Eight or nine years ago one of the big rhubarbs 
was that the bags of wheat going to India, were not marked as coming 
from the United States. The Indian people did find out and it was 
reflected later in the warmth that was shown to President Eisenhower, 
That information eventually gets out. 

Mr. Lynn. We need a Voice of America in Cuba right now, I think, 
as to the premium we are paying on sugar and so forth. 

Mrs. Botron. May I say this: I think it is most helpful to us to 
have you come up this way and put these questions before us. 

Just as my questions are not necessarily my thinking, your questions 
are not necessarily yours. We work as a committee to Rind out every- 
thing we can to better our present law so that whatever we put 
through this year will be better than last. 

Mr. Lynn. You have a tremendous task. 

Mr. Harris. Mr. Lynn and I agree that we enjoy coming before this 
committee. 

Mr. Zastockt. I have two more questions. Iam sure you are aware 
of the policy change in the DLF. “ * * * the DLF is now placin 
primary emphasis on the financing of goods and services of U.S. 
origin in making loans for development pected. 

Do you agree that is a step in the right direction ? 

Mr. Lynn. This is a debatable question as far as we are concerned. 
We have never been too much for the earmarking of funds through 
the “Buy America Act” and others. What has brought this about is 
the balance of payments difficulty. If it is necessary to build a rail- 
road into a phosphate plant, we don’t think it ought necessarily be 
U.S. rail ties or US. locomotives or whatnot, provided this can be 
done economically in that country and satisfy the need. 

Mr. Zaxstockt, The reason T have asked the question is that you 
had concern, some sincere, deep concern about the balance of payments. 

Mr. Lynn. That is right. 

Mr. Zastock1. Do you care to comment further whether in your 
opinion it is a solution to the balance of payments problem ? 

Mr. Linn. We have a great deal of aia in Mr. Dillon. 

Mr. Zastockt. You flatly state on page 11 that the contingency 
fund be eliminated. Do you opposé the programs that were under- 
taken under the contingency fund in the past? For example, the 
smallpox and cholera epidemic in East Pakistan, rat control in Haiti, 
hepatitis in Ceylon, assisting Jordan when that country was thréat- 
ened with economic collapse. 

How would these past contingencies be met if we didn’t have a 
fund? How will emergencies be met in the future if the committee 
follows your recommendation that the contingency fund be 
eliminated ¢ 

Mr. Lynn. The Indian famine situation is a good example. Our 
point is that the President has sufficient transfer authority, sufficient 
funds available to make this fund unnecessary. If there is an emer- 
gency in any country while the Congress is in session, as was the situa- 
tion with regard to India, the Congress will authorize this mone: 
immediately. We say that there is sufficient money currently ak 
able to do that. 
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Mr. Zastockt. While you advocate the entire authorization request 
be eliminated you nevertheless maintain the President could draw 
from other funds? 

Mr. Lynn. Yes, sir. 

Mr. ZasLockt. You are not in opposition to the principle? 

Mr. Lynn. Not at all. 

Mrs. Bovron. You think there is an over-amount in every fund so 
that we could take from any fund and not destroy some of the work 
that that fund was supposed to do in that particular area? 

Mr. Lynn. That is right. 

Mrs. Boiron. Do you think it is all padded? 

Mr. Harris. In the case of a big authorization, if you had to draw 
from one fund, it would give time to come back to Congress to re- 
plenish it. 

I don’t think the Eisenhower doctrine in the Middle East used 
contingency funds for that. He came to Congress for the supple- 
mental. 

Mr. Lynn. We are not questioning the way the money is being 
spent 
“aie ZaB.Locki. If you endorse the principle then your recommenda- 
tions should include at least a token amount for contingencies. 

Mr. Lynn. We feel sure the Congress might. 

Mr. Harris. That is one of the reasons we have combined special 
assistance and contingency fund. We don’t necessarily recommend 
that. the $258 million be used up entirely in the special assistance. 
In our budget, as you will see on the last page, we combine those two 
categories. If there is savings that could be used on contingencies 
that would be in accordance with our recommendations. 

Mr. Zasvocki. I am happy you made it clear that you are not 
recommending that no funds be used for any contingencies. 

Any further questions? Thank you, gentlemen. 

(The following statement has been submitted by the American 
Farm Bureau Federation for insertion in the record :) 


We understand that the purpose of this institution [the Development Loan 
Fund] is to provide a mechanism through which other industrialized countries 
ean share the burden of providing funds for economic development to under- 
developed countries. If this is the purpose, then it stands to reason that the 
Development Loan Fund should be reduced at least to the extent that the United 
States contributes to the International Development Association. The appropria- 
tion for the Development Loan Fund in fiscal year 1960 amounted to $550 million; 
our contribution to the International Development Association the first year, 
fiscal year 1961, is scheduled to be $82 million. Therefore Farm Bureau recom- 
mends an authorization for the Development Loan Fund of $468 million. This 
is $82 million less than the amount Congress appropriated last year. 


Mr. Zastockt. Mrs. Margaret Stone. Mrs. Margaret Stone is 
chairman of the Citizens Committee for UNICEF. Will you 
proceed ? 


STATEMENT OF MRS. MARGARET F. STONE, CHAIRMAN, CITIZENS 
COMMITTEE FOR UNICEF 


Mrs. Sronr. I am Mrs. Margaret Stone, chairman of the Citizens 
Committee for UNICEF, which is an informal] clearinghouse for leg- 
islative information serving a number of national organizations which 
support continued participation by the United States in the United 
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Nations Children’s Fund (UNICEF). This statement has been au- 
thorized by the following such organizations: 

American Asscciation of University Women 

American Parents Committee 

American Veterans Committee 

Association for Childhood Education International 

Cooperative League of the U.S.A. 

Friends Committee on National Legislation 

Jewish War Veterans of the U.S.A. 

Methodist Church—Women’s Division of Christian Service, 

Board of Missions 

National Association of Colored Women’s Clubs 

National Congress of Colored Parents and Teachers 

National Council of Jewish Women 

Women’s International League for Peace and Freedom 

Young Women’s Christian Association, National Board. 

May I ask permission, Mr. Chairman, as two or three additional 
authorizations come in, to add them to the list ? 

Mr. Zasiocki. Yes; you may. 

Mrs. Stone. There was such a short time to prepare the statement 
that some of the organizations with headquarters out of Washington 
didn’t have time to get their answers back to us. If I get them in the 
next two or three days, may I insert these names ? 

Mr. Zasitocki. Yes. Will a week give you sufficient time? 

Mrs. Stone. Yes. Thank you. 

Mr. Zastocki. Does your committee’s statement include NCWC 
endorsement ? 

Mrs. Stone. No, they prefer to give their own testimony. You 
probably will have a statement from them separately. 

These organizations endorse wholeheartedly the recommendation 
of the executive branch for a contribution of $12 million from the 
United States to the United Nations Children’s Fund for the fiscal 
year ending June 30, 1961. If any doubt exists whatsoever about the 
proposed $12 million contribution, we would question whether or not 
this amount is large enough this year. A strong case, we believe, can 
be made for a higher contribution ; $13 million at least. 

A contribution of $13 million is amply justified. UNICEF’s total 
allocations of $28.2 million for 1959, although the highest in its his- 
tory, were modest in relation to the needs of children. UNICEF 
reaches less than one-tenth of the children in the 104 countries and 
territories which it now assists. Thus the needs of children are 
largely unmet. To help more of them, and to do it on a wider basis, 
is the challenge in the years ahead. The necessity for larger resources 
becomes more apparent as governments—many of them governments 
of newly independent states—show their concern for the health and 
welfare of their child populations. Added funds would help more 
governments to expand the present types of programs now going 
forward so successfully. 

The Foreign Affairs Committee is already well informed and, we 
think, convinced of the value of these undertakings. We should 
like to mention, however, that in our opinion, one reason why 
UNICEF-assisted projects have succeeded is the fact that the help is 
tangible and the results are quickly visible. Both governments and 
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people see understandable demonstrations of the value of child health 
activities. It is thus that sound foundations can be laid in the un- 
derdeveloped countries for the larger and more comprehensive eco- 
nomic development that becomes possible through other technical 
assistance programs. 

Going back to the paragraph on contributions, we had 87 gov- 
ernments contributing last year and 18 of these governments in- 
creased their contributions over the year before, not including the 
United States. 

Mr. Zasiockt. There are 82 members who are members of the 
United Nations. May I ask, who are the five governments, appar- 
ently nonmembers of the U.N., egntrbating last year to the program? 

(Mrs. Stone turned to Mrs. Gray, the Executive Secretary of the 
Citizens Committee for UNICEF.) 

Mrs. Gray. We have the total list of contributing governments. 
They contribute, of course, on a voluntary basis that does not have 
any relationship to their membership in the United Nations. 

(The information is as follows :) 

Countries and Territories not members of the United Nations which con- 
tributed to UNICEF in 1959 (UNICEF counts a total of S7 contributers) : 
British Honduras, Brunei, Germany, Hong Kong, Liechtenstein, Monaco, North 
Borneo, Sarawak, Sierra Leone, Singapore, Switzerland, United Arab Republic 
(Egypt and Syria counted separately for UNICEF; as one for U.N.), Vatican 
State, West Indies Federation (Antigua, Grenada, Jamaica, Trinidad, and 
Tobago),and Yemen. Total, 18 (87—18 leaves 69). 

Out of a total of 82, the following members of the United Nations did not 
contribute to UNICEF in 1959: Albania, Bolivia, Cuba, Guatemala,’ Haiti,’ 
Guinea, Libya, Nepal, Portugal, Saudi Arabia, Union of South Africa, Uruguay, 
Venezuela.* Total 13 (82—13 leaves 69). 

Thus 69 members of the United Nations also contributed to UNICEF. 

Mrs. Stone. A few comments concerning the perspective of 
UNICEF’s work would seem to be in order at this stage. UNICEF’s 
reason for existence is to improve the health and welfare of children 
and mothers. Immediately after World War II sheer starvation was 
the most serious threat facing millions of children in war-torn lands. 
After that need had been largely met, children’s health assumed top 
priority. Health needs of children in different parts of the world have 
varied greatly and countries eager to improve the lot of their children 
have sought help from UNICEF for their diverse needs. 

For example, we have the pr ms of malaria eradication in the 
Americas, for which the bulk of $6 million or 26 percent of the total 
program funds were allocated this year. President Eisenhower’s 

resent trip to South America will focus all eyes on this area of 

ICEF aid. Other important health programs include the treat- 
ment of leprosy in Asia and Africa, yaws in tropical climates, tra- 
choma and tuberculosis wherever they may be discovered in epidemic 
proportions. 
us a high percentage of UNICEF’s resources has been devoted, 
in cooperation with WHO, to the curing and treatment of diseases 
and malnutrition among millions of helpless children. Perhaps even 
more important, the prevention of disease through control of epi- 
demies and through improvements in the sanitary conditions under 


1 Have contributed to UNICEF one or more years in the past. 
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which children live has brought immeasurable gains in many areas of 
the world. 

Mere survival, the first step in aid to children, is not enough, how- 
ever. If there is to be any hope of permanent improvement and prog- 
ress towards higher standards of living, children’s needs must be seen 
to be complementary in the fields of health, nutrition and social wel- 
fare. Further expansion of maternal and. child welfare centers, and 
community development. pro; offer great promise in this con- 
nection if funds and trained personnel become available in larger 
numbers. 

The need for trained local personnel is the great need; largely 
unmet. So much more could be done if we had more money to train 
the local personnel. 

Our organizations are impressed by the accomplishments of 
UNICEF in the past. Its achievements were made possible by a 
combination of fortunate ingredients which have included, in addi- 
tion to the wise and efficient leadership of the UNICEF staff, the 
sympathetic support and understanding of the Congress and execu- 
tive branch officials concerned with U.S. participation in interna- 
tional development. We are confident that we can depend on your 
continued sympathy and support in this great work of building a 
better future for all the world’s children. 

May I add one thing? After this statement was written, just last 
Friday the office received the March Newsletter of the Technical As- 
sistance Office of the United Nations, reporting on that dreadful epi- 
demic of paralysis in Morocco last September. 

A few standard reports began to come in of this strange paralysis 
which affected one or both legs and sometimes the arms and in many 
cases the trunks of people. Finally by the end of the year there 
were ten thousand cases of this paralysis in Morocco. The cause, as 
you perhaps know by now, was the adulteration of a cooking oil with 
a poisonous lubricating oil. 

Back in August just a handful of merchants in Morocco had pur- 
chased this lubricating oil, I am sorry to say, from U.S. Air Force 
personnel at the base there. The oil had been labeled “poisonous” 
and the Air Force had warned the merchants that it was poisonous. 
So we have no responsibility in the matter. 

However, these few merchants did dilute the olive oil they were 
selling for food with this lubricating oil and that was determined to 
be the cause. The World Health Organization immediately sent out 
two of its technicians and they determined that was the cause of this 
paralysis. The emergency has been met by three of the international 
organizations, the World Health Organization, the International Red 
Cross and UNICEF. 

UNICEF has allocated $42,000 of its fund for the emergency sit- 
uation. It is these emergencies, plus the great need for more trained 
personnel in the different countries that we feel are so important and 
we would be glad to see $13 million authorized, but certainly we sup- 
port the $12 million as recommended. 

Mr. Zastocki. Thank you for your fine statement, Mrs. Stone. 

Is NCWC a member of the Citizens Committee for UNICEF? 

Mrs. Stonr. They come to some of the meetings and they cooperate 
with us very well. We always let them know what is going on. 
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Mr. Zasiockt. They ought to be encouraged to attend all meetings, 
shouldn’t they ? 

Mrs. Stone. Yes. We do cooperate with each other. There are a 
few national organizations that prefer to write their own statements. 

Mr. Zasiockt. I realize they will very likely present their own 
statement. I do know from my experience in the UN. that NCWC is 
very interested in UNICEF and therefore I was wondering why they 
were not included among the organizations authorizing this statement. 

I am sure that NCWC is not missing because of lack of interest. 

Mrs. Stone. I am sure they are not. 

Mr. Zastocki. And are in agreement with this statement. 

Mrs. Botron. I have one question from the last report you read 
there. They have decided that fuel oil mixed with olive oil causes 
paralysis? 

Mrs. Stone. Yes. 

Mrs. Boiron. I wonder how much research they did on it and how 
they know it? It is paralysis and not polio? 

Mrs. Stone. It is paralysis. It says, “Moroccan health authorities 
set emergency machinery in motion and then sent out a plea for help. 
The WHO had already sent two British consultants who helped to 
determine the cause of the poisoning.” 

Mr. Zasiocki. It was the combination of the two? 

Mrs. Botton. It was the fuel oil by itself. 

Mrs. Stone. It was put in with the olive oil. 

Mrs. Botron. So we don’t confuse it with polio. 

Mr. Zasvocki. Mr. Fulton. 

Mr. Furron. We are glad to have you here. We think you ladies 
particularly are doing a good job in the UNICEF. We wish the 
United Nations Children’s Fund every success in the future and be- 
lieve the Children’s Fund has done a fine job in the past, Off the 
record. 

(Discussion off the record.) 

Mr. Fuuron. That is all. 

Mr. Zasiocki. Mr. Wainwright. 

Mr. Warnwricut. No questions. 

Mr. Zastocki. Thank you very much, Mrs. Stone. 

Dr. N. R. Danielian, representing the International Economic Po- 


litical Association. 


STATEMENT OF DR. N. R. DANIELIAN, REPRESENTING INTERNA: 
TIONAL ECONOMIC POLICY ASSOCIATION 


Mr. Dantetian. First, I think I should correct an error in the typ- 
ing of the organization’s name. It is the International Economic 
Policy Association. 

Mr. Zastocgsi. I was wondering about that. I read what I saw, not 
what I thought. Thank you for the correction. 

Mr. Danteian. I must apologize to the committee. For personal 
reasons I had to be out of Washington most of last week and it was 
not possible to reproduce this statement to conform to the committee’s 
requirements. I do have a statement here which I would like to have 
your indulgence to read, if I may. 

First, I wish to express my appreciation for this opportunity. I 
always find the Foreign Affairs Committee a most heartwarming com- 
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mittee, particularly in this area, and for an outsider to presume to 
advise the committee in a difficult field of this kind is most trying be- 
cause obviously in an executive session the committee receives more 
information than any private individual can obtain. 

I am appearing eee on behalf of the International Economic 
Policy Association, of which I am president, a private non-profit, non- 
partisan business league. Our association members are American 
companies and individuals, joined in a mutual effort to encourage 
effective United States international economic policies and programs, 
to bolster the national security, and to stimulate private investment 
abroad. 

The directors of the association are: 

Dr. N. R. Danielian, president and director. 

Mr. H. Robert Diercks, director; vice president, Cargill, Inc., Min- 
neapoe Minn. ; 

r. E. V. Huggins, Director; chairman of the executive committee 
and vice president, Westinghouse Electric Corp. 

Mr. Nicholas Kelley, Jr., Director; Vice President, Chrysler Cor- 
poration, Detroit, Michigan. 

Mr. George N. Monro, III, Director; Vice President, Manufacturers 
National Bank of Detroit. 

Mr. Murray Preston, Director; Vice President, American Security 
and Trust Company, Washington, D.C. 

Mr. Walter C. Skuce, Director; Executive Director of Government 
Services, Owens-Corning Fiberglas Corporation. 

Mr. Philip H. Watts, Director; Partner, Alex. Brown and Sons, 
investment bankers. 

Mr. F. Hugh Burns, Secretary and Director. 

Mr. Rodney W. Markley, Jr., Advisor to the Board of Directors; 
Manager, Washington Office, Ford Motor Company. 

Mr. Walter Jay Royen, Director of Public Information. 

On behalf of the association, and as an individual, I have appeared 
before this distinguished committee and other committees in past years 
to support the mutual security program. 

Our association continues to support the concept of the mutual 
security program based on the following four points subscribed to 
by our members at a meeting in Washington on January 20. These 
points are: 

1. Adequate military deterrent power, including the cooperation 
of necessary allies, must be secured. The best this can buy, however, 
is competitive coexistence. 

2. The strength and continued growth of our domestic economy 
must be preserved. Our annual gross national product is the founda- 
tion upon which the deterrent power and safety of the Western Alli- 
ance, the tax structure, the support of the national debt, and the 
stability of the currency depend. An adequate rate of growth in the 
gross national product hay Wi defined as that which is consistent with 
technological advances in productivity, and sufficient to absorb the 
annual increments to the labor force. 

3. We must be equally concerned with the continued viability of 
the economies of our allies, and assist in the economic development 
of underdeveloped areas, with particular attention to the develop- 
ment of complementary, rather than competitive economies. 
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4. We must try to achieve these ends within the framework of pri- 
vate ownership and private enterprise, for these are the historical 
foundations of freedom, and these are the institutions which the 
Communists have sworn to subvert and destroy. 

In a world of competitive coexistence, all of these four objectives 
must be achieved. cannot overemphasize the importance of the 
last point. All Soviet aid is given for government-owned industries. 
Mikoyan in Cuba extolls the expropriation of BROper, East and 
West Germany cannot be united because all ownership in East Ger- 
many isin Government. I mention these examples to show the crucial 
importance of this issue in our foreign relations. 

As an individual, I have followed closely the course of U.S. foreign- 
aid programs since the inception of these activities at the close of 
World War II. American aid at that time was necessary to accom- 
plish two essential objectives. 

The first was the reconstruction and development of our war devas- 
tated allies in Europe. 

The second objective was to provide these nations with dollar bal- 
ances, so that they might purchase the American capital goods, war 
materials, and services needed to reestablish their own industrial and 
trading economies. This was the so-called “Dollar Gap.” 

At the time of the Marshall plan, the United States was the only 
Nation with industrial capacity sufficient to provide the machinery 
and other goods for reconstruction. The Marshall plan provided the 
dollars, the credit, which enabled our allies to buy vitally-needed 
American goods. Since we were then the world’s only major producer 
with undamaged industrial capacity, these aid dollars came home and 
bought steel, generators, machinery, and other output of American 
farms and factories. We were really giving our production as aid. 
Our aid dollars were merely convenient credits which would almost 
certainly return to the United States since we were practically the 
only nation with goods to sell. 

Our World War II Allies freely acknowledge that it was American 
foreign aid which rebuilt their economies to their present state of 
health. In fact, we were so successful that the Western European 
countries, having revitalized their economies and industrial facilities, 

have been able to earn dollar surpluses. 

Now, in 1960 the United States is embarked on a mutual security 

rogram which has objectives quite different from the Marshall plan. 

ese objectives principally are collective military security through 
military assistance grants to our allies, and assistance to the under- 
developed nations of the free world. 

I do not pose as a military expert, and not having access to the spe- 
cific factors on which our military assistance program is based, our 
association feels that the Congress should support the military phase 
of mutual security to the extent that those responsible for our mili- 
tary strength can justify them to Congress. We repeat, however, that 
adequate military deterrent power for the United States and our allies 
can buy only, at best, competitive coexistence with the Soviet bloc. 

The contest then finds the United States and its allies fighting an 
economic war against world communism. Our goal is to see the newly 
developing countries of the world emerge as free and independent 
nations. The Soviet Union also wants to see these underdeveloped 
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countries grow, but grow into the exact communistic pattern which 
Russia seeks to impose on the entire world. 

Both East and West want to see economic growth in underdeveloped 
areas, but by different methods. We in the West believe that the 
production and distribution of the world’s goods and services shall be 
principally under a decentralized system of individual ownership and 
private enterprise. Mr. Khrushchev believes that they shall be organ- 
ized under an all-powerful central state bureaucracy, which owns and 
controls all property, land, farms, factories, schools, housing, every- 
thing man needs from cradle to grave, making him a ward of the state. 

We will not understand the Russian or Communist ambitions unless 
we understand this central fact : They are out to displace private prop- 
erty with state ownership. For they realize that if they can eliminate 
private property and liquidate the private entrepreneur everyone 
must then work for the state for a livelihood, workers will be subject 
to central bureaucratic control and that will be the end of freedom of 
labor, unions and all. 

The success of the mutual security program must be measured, 
therefore, first, by its deterrent effect against overt Communist mili- 
tary aggression; and second, by the extent of economic progress 
achieved under multiplicity of privately owned enterprises. 

If large enough native private ownership groups are created in the 
various countries receiving our aid, they will oppose internal sub- 
version to protect their own freedoms. 

You will recall the President last week enunciated the protection of 
countries against internal subversion. I think it is going to be quite 
a difficult task to provide machinery whereby to achieve that. 

What I am suggesting here is that the institutions of private prop- 
erty, property native owned, are the ones that could oppose internal 
subversion, whereas it would be difficult for an outside country to move 
in there without being accused of intervention in internal affairs. 

The International Economic Policy Association supports our Gov- 
ernment’s efforts to encourage greater aid activities on the part of 
Germany, Japan and other nations which are now in a position to 
make a contribution. We commend Under Secretary of State 
Douglas Dillon and Secretary of Treasury Anderson, for their role in 
encouraging our economically strong allies to undertake greater 
foreign aid programs of their own. We hope that to the extent they 
are successful the proportion of U.S. aid to the total will become less. 

American private investors and industries are also taking an in- 
creasingly important role in economic development abroad. 

I just spent about 7 weeks in South America, and I can say in the 
vanguard of economic development American private enterprise is 
accomplishing a great deal. In most places their contributions to 
economic development are much more noticeable than the govern- 
mental programs, in places like Sao Paulo and Buenos Aires. 

Our national policies should encourage rather than hinder this pri- 
vate activity. It will take development capital and know-how from 
all possible free world sources to assist the growth of the newly 
emerging nations. We hope that with wider participation by others, 
the burden on the U.S. can be a nee Data than heretofore. 

The American people supported the Marshall plan. I am certain 
that they are willing to do what is necessary and proper to fight this 
worldwide economic battle now. 
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My fear is that there is no clearcut assessment of how the United 
States can best aid the underdeveloped countries. Somewhere along 
the line, the American people have been given the impression that our 
capability to assist other nations involves the risk that we may go 
broke. Unless this impression is corrected, and soon, I believe that 
there is danger that our future military and economic aid programs 
will be severely curtailed, for lack of public support. 

A primary reason for this lack of public understanding of our 
ability to help other nations is the much-publicized “balance of pay- 
ments.” It is common knowledge that many combined economic fac- 
tors have resulted in an outflow of gold from the U.S. Treasury. In 
the two years 1958 and 1959, the U.S. had a deficit in its balance of 
international payments of about $7 billion. 

The Committee for Economic Development and other responsible 
groups agree that this outflow of gold cannot continue indefinitely 
without weakening the dollar, or weakening world confidence in the 
dollar, which is equally dangerous. 

Because of the public attention given to the balance of payments 
problem, the impression is widespread that our need to plug the drain 
in gold means we must look toward reducing our foreign aid 
drastically. 

In most countries, during my South American trip, the first ques- 
tion asked me was, “Is the United States oing to devalue the dollar?” 
If this fear is transferred into actuality, I think there is a danger of a 
run on the dollar. 

Let’s look back to the Marshall plan. If the dollars we gave to 
Europe in aid immediately after the war had been used to buy gold 
from the U.S. Treasury, we could not have sustained our aid program 
then. But we were not giving gold, since our aid dollars were being 
spent principally in the United States for the products of American 
factories. 

So, we have fallen into erroneous thinking. By associating our 
ability to aid the underdeveloped countries with the balance of pay- 
ments problem, we are overlooking the largest factor in the strength 
of the United States. That is our great productive capacity, which 
rebuilt Europe and can now be unleashed to help the underdeveloped 
nations. 

I do not believe there bas been a proper appreciation or understand- 
ing of the efforts being made by Secretary of the Treasury Anderson 
to diminish the outflow of gold from the U.S. Treasury. 

Recently I had an opportunity to speak with government leaders 
in eight South American countries, during a two-month visit. This 
was at the time it was announced that the Development Loan Fund 
would seek to tie its loans to the purchase of American products. 
I heard no criticisms of this policy during my talks with top officials 
in South America. There was, however, a widespread concern that 
the dollar would be devalued. 

With the success of the Marshall plan as evidence, it is surprising 
we Americans do not seem to realize that we can help the underdevel- 
oped nations best if we make American goods and services available 
instead of credits or gold. 

Our association commends the efforts of Treasury Secretary Ander- 
son and Mr. Vance Brand in seeking a solution to the gold outflow. 
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We have an obligation as the world’s banker to maintain the strength 
of the American dollar. If continued gold outflow leads dollar- 
holding nations to even suspect that we may face devaluation of the 
dollar at some future date, we may find those nations stepping up their 
gold withdrawals, 

Our long-range foreign aid capability is not based on our gold 
supply, but on what we can do to provide the goods, services and 
technical know-how so badly needed by the underdeveloped nations. 
We should separate the two problems. 

In providing more goods and services, we would utilize our indus- 
trial capacity to a larger extent than we do today, and thus contribute 
to our rate of growth and the expansion of the gross national product. 
This is the specific task that confronts our domestic economy. 

We should separate the two problems. I can’t overemphasize this 
problem because we have more goods to give than gold. We have 
only $1914 billion worth of gold, which I think is committed now as a 
reserve for our currency and bank deposits, and also committed to 
meet the demand, if it should ever arise, because foreign countries 
ee I believe, about $17 billion of quick claims upon the United 

tates, 

So that it is important for us to dedicate ourselves to the task of 
helping underdeveloped countries through the supply of our economic 
know-how and technological capacity and productive capacity and 
not limit it by whether we can give goods and credits abroad. 

I want to amplify this issue by an example: Suppose a poor rela- 
tion goes to the country store and he wants to borrow $10 from the 
owner of the store, and not only does he want to borrow $10, but he 
wants it in goldbacks and not greenbacks. The storekeeper looks in 
the till and sees that he doesn’t have the money, but he has a lot of 

oods on the shelves to tide his family over, canned goods and such. 

e says, I don’t have $10 to lend you, but you are welcome to my 
supply of goods. We have a lot of these goods on the shelf to 
give. We can put some of our own factories into double shift and 
supply goods that the Communists would never be able to meet, cer- 
tainly not in the next decade or two. 

This point is very important, I think, because we should not. be tied 
down by the problem of the availability of gold and our ability to 
extend credit. 

Our dollars for assistance to underdeveloped countries, spent do- 
mestically, have several beneficial effects: 

1. They do not represent a claim against U.S. gold. 

2. They will increase U.S. productivity and the gross national 
product. 

3. They will encourage full employment, expand national income, 
and broaden the U.S. tax base. 

4. They will provide the capital goods and services needed by the 
underdeveloped nations, without weakening U.S. fiscal. posture. 

5. They will closely identify U.S. products with national growth 
in each underdeveloped country, and open new markets for replace- 
ment parts, and complementary U.S. products. 

6. They will expand the role of private American. business in 
growth of the underdeveloped nations and through the dispersion of 
American business methods overseas will promote appreciation for 
and acceptance of our free enterprise concepts. 
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This sixth point is not the least of the desired aims of our inter- 
national policy. The “turnkey” or “package deal” program origi- 
nally recommended by Mr. Donald David of the Ford Foundation and 
the Botethenstein Committee of the BAC will accomplish this. 

Obviously the resources of the U.S. Government are not in them- 
selves sufficient to fulfill the hopes of the underdeveloped countries. 
So these nations themselves must encourage private investors by cre- 
ating an attractive climate for foreign investment. 

Our own government aid programs should also be directed toward 
establishing private ownership of projects which we consider to be 
properly in the private sphere. r. John J. Powers, president and 
chairman of the board of Pfizer International, spoke to the point on 
this issue last June 30 at this association’s national conference on 
“The U.S. Economy and International Relations.” Mr. Powers said: 

“Government to government economic aid should be sharply di- 
rected into well defined, basic areas such as public works, power and 
communications; projects so vast in scope and public in nature as to 
be inappropriate in the newly developing countries for the private 
businessman. Production of capital and consumer goods and serv- 
ices should be an obligation and responsibility of private enterprise.” 

Our association is encouraged to note that Mr. Vance Brand and 
the Development Loan Fund are keeping the desirability of broad- 
based private ownership of productive facilities in mind as they ex- 
amine requests for DLF funds. 

The mutual security program and private American investment 
can play a compatible role in assisting the underdeveloped nations 
as they strengthen their own internal economies in an atmosphere of 
freedom and advance toward their national goals of improved health, 
welfare, literacy and human dignity. 

The various aspects of the mutual security program, as now placed 
aie the Congress, must be scrutinized with these questions in 
mind: 

1. Do_ these sustain or improve the deterrent capability of the 
United States and its allies, with particular reference to the $700 mil- 
lion additional military aid requested, ‘as compared with alternative 
military use of a similar amount of money? 

2. Although the defense support money oe is less this year, the 
same questions must be raised and answered, with particular refer- 
ence to deterrence against local aggressions. 

3. Do these programs improve economic conditions in underde- 
veloped countries ? 

4. Do they achieve their military and economic objectives with 
due regard to the encouragement of the institutions of private prop- 
erty, individual freedom, national independence? 

5. Do they result in the expansion of the U.S. oe or do the 
merely transfer credits and gold from the United States? The DL 
part of the program, under present plans, meets this test. However, 
the proposed Indus River project, to be managed by the World Bank, 
which cannot determine the country of supply, may be a breach in this 
new policy. Procurement under military defense support, and special 


assistance, must be weighed with reference to their effect on our 
economy. 
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In short, we support the program as necessary to national security ; 
we believe our economy can produce immeasurably more goods for the 
less developed areas of the world than we can spare gold and credits, 
which are artificial limitations on our ability to help. We believe that 
a country by country and case by case review of projects is desirable 
to determine whether they help U.S. economic development, the pri- 
vate sector of other countries, and the encouragement of antitotali- 
tarian forces. 

I think in conclusion I must say in attenuation of my present posi- 
tion that I have over the years supported the reciprocal trade program 
and I, as late as 2 years ago, appeared before the Senate Foreign 
Relations Committee against tied loans as far as the mutual security 
program was concerned. But we are going through a transitional 
period and I think we have to reconsider some of our methods in this 
situation. 

I want to make a special point of the fact that we are putting the 
Secretary of the Treasury in a very, very difficult position and he de- 
serves the most sympathetic understanding on the part of Congress 
of the tasks that lie ahead of him. 

The various studies on this subject, the balance of payments, have 
not really faced up to the principal issue. They make very imprac- 
tical suggestions, most of them end up by suggesting that we lower 
costs here and increase prices abroad. 

If you are sitting in the position of the Secretary of State, ~ can 
only work with the implements that are available at hand. It is no 
use making impractical suggestions to him. He is in no position, 
and certainly would not want to create a recession in the United 
States, to force costs down. 

Even if we did have a recession, it is not certain that in view of wage 
contracts the costs could be forced down. You might have less 
national income and no lowering of prices. 

Of course, to make the theory work one would have to say that 
immigration between countries should be more liberal so that surplus 
labor countries can send their people here and our wages would be- 
lower and our costs would be lower. 

I must submit that that is not an available instrumentality to the 
Secretary of the Treasury. So what he has to work with are the 
interest rates and such management of the money put at the disposal 
of governmental agencies that he can control. Therefore, as a prac- 
tical matter, he is approaching this thing with the only instruments 
that are available to him. 

I hope that there will be a greater understanding of the tasks that 
lie before the Secretary of the Treasury and other Government lead- 
ers and that they will receive some consideration for the recommenda- 
tions that they have made. 

Thank you very much. 

Mr. Zasiockt. Thank you, Doctor Danielian. 

As always your statement shows evidence that you are a student of 
economies and trends. I am not an economist. However, I am mind- 
ful of your efforts and your perseverence in the St. Lawrence Seaway 
Development before the Congress. 

I would like to ask, Doctor, whether you would supply us with very 
brief yes or no answers to your own questions. They were very 
pointed and penetrating. You had four questions. 
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Mr. Danre.ian. I can’t really express myself on the military phase 
of this program because I do not know the state of technology; I 
do not know the dispersal of our forces, the bases we need all over 
the world and the state of technology which determines the range of 
our deterrent capability, and I do not know, for instance, whether 
the $700 million should be spent to help our NATO allies update their 
equipment or whether they should be spent in buying more Atlas 
missiles. 

Mr. Zastockt. I didn’t expect a detailed analysis of each item in the 
program. I asked whether you had an opinion answer, either a yes 
or no on the basis of your understanding. 

Is a military program necessary? Ejitheryesorno. 

Mr. Dantevian. Yes. The military aid program is necessary. 
There is no question. 

Mr. Zasiockt. You had four questions. Would you please supply 
a yes or no to the other questions ? 

Mr. Danreuian. The military assistance program is necessary. I 
have no doubt about that. We are talking about the amount of 
money and that means a judgment as to allocation. bt 

On the defense support ‘phase of it, $724 million or so that is in the 
bill, again I think that is necessary insofar as we have to maintain 
deterrent power against possible local wars. Whether the amount 
spent in Formosa and Korea and Vietnam is too much or too little or 
enough, I think again is a question of military judgment. 

On the other hand, I believe that there are possibilities of saving 
money in that as far as South America is concerned, I discovered 
during my trip they are very much concerned with their security 
against each other. 

Chile is concerned as to the intentions of Peru and Peru is con- 
cerned with regard to Ecuador and Chile and they are buying war 
ships and military equipment. It seems to me that we can do some- 
thing there through the Inter-American Defense Organizations to 
allay their fears in that respect. 

We assume, under the Monroe Doctrine, the continental defense, 
so that their contribution, with the execption of providing air bases 
and submarine bases and so on, would not be too great in the scheme 
of continental defense in the present state of military technology. 

If you can save them the first and second of these worries, conti- 
nental defense and fear of each other, they have a question of internal 
security, and there I think the demands upon their own budget and 
upon our own military assistance program should be rather modest 
for interna] security forces, 

As for the other areas such as the Far Eastern outposts, you will 
have to decide whether more aid is needed in Formosa as against 
some other areas, or whether we can transfer some phase of it to our 
deterrent power. 

Do these programs improve economic conditions in underdeveloped 
countries? I have a feeling that perhaps the answer to that would be 
very direct where balance of payment loans are concerned. 

I have found many governmental leaders who say that they would 
rather have project loans than balance of payment loans because 

balance of payment loans are like consumer credit. You use it up to 
buy current things. It doesn’t leave a permanent effect; whereas a 
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project loan that builds capital equipment and increases the produc- 
tive capacity of the country is much better. 

I think that there should be a gradual transfer of point of view 
from balance of payments and budgetary deficit assistance to project 
assistance to build up these countries. 

Do they achieve the military and economic objectives with due 
regard to private enterprise, individual freedom and independence? 

I think the condition there is mixed. I think at some point we got 
into the habit of channelizing our aid primarily to governmental 
agencies in some countries. They have created authorities in in- 
dustrial areas. Utilities, power dams where private capital is not 
available; it may be necessary to have it that way, and I have no 
qualms in recommending that we continue to do so. But when it 
comes to small industrial plants there is no reason why we cannot 
develop some local partnerships under contractual] arrangements with 
American and Western European countries, arranging to create an 
individual privately owned enterprise to do the job. 

It isn’t necessary to put the top man in the government in charge 
of all jobs and all economic activity. 

I think in some countries, this is particularly true perhaps in 
Korea, Formosa, and Iran, there has been a ccacnal toward feed- 
ing into the governmental authorities. I think perhaps we should 
get away from it, to the philosophical concept of the kind of society 
that we think will create the conditions of freedom. 

Do they result in the expansion of the U.S. economy or merely 
transfer gold from the United States? There has been much discus- 
sion in the past year as to the rate of growth of the American economy. 
Well, if you look at our trade figures you are going to find this applies 
to the situation: Strictly commercial sales, without Government aid 
programs, I think we are importing more than we are exporting. This 
goes contrary to the figures you have read. The figures are that last 
year we exported $16.2 or $16.1 billions, and imported $15.2 billions 
but actually the export figure includes exports under Public Law 480, 
and I think it snekeicn material exports under our mutual security 
program. So that if you deducted those from the $16.2 billion you 
will find probably our exports were less, the commercial, strictly cash 
sales, were less than the imports. 

Well, in this same period of time we have been building up the for- 
eign holdings of dollar balances in the United States. The question 
comes up, they used to spend these earnings previously to buy Ameri- 
can goods, why don’t they do that now? Why do they prefer to invest 
in bonds and stocks and real estate or gold or claims upon gold in- 
stead of buying goods and services in the United States. To the 
extent that we make Government credit available to those people, and 
they do not spend it in the United States, you do not have demand 
for your products. 

I think to some extent that may account for the lag in the growth 
of the gross national product in the United States as compared with 
Western Europe. 

I think as T said we have more goods to give than gold, and we 
ought not to tie ourselves to the concept of gold as being our primary 
aid contribution. If we do that I think that we can increase our 
gross national product. I am told that about 50 percent of the aid 
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programs come back directly to buy American goods. The other 50 
percent is supposed to travel by indirection to a third and fourth 
country. In the end how much of it is used to buy American goods 
of course is difficult to determine, except that you can see the results 
of all the combined factors in the build up of foreign holdings. This 
is not the only factor. We have the trade situation. You have 
private investments. You also have Public Law 480 which actually 
means that we are exporting agricultural goods without their having 
to spend dollars here. 

All of these, of course, contribute to the imbalance of payments. 
But the evidence is that they are not spending as much in this coun- 
try as they are capable of on the basis of their dollar resources. 

Does that answer your question ? 

Mr. Zastockr. Thank you. I asked for answers to your questions 
because I felt in the last chapter a conclusion was missing in your 
presentation. 

My timeisup. Mrs. Bolton. 

Mrs. Botton. I think I am so little of an economist I will ask no 
questions. 

Mr. Zastockt. Mr. Fulton. 

Mr. Futron. I am glad to have you here this morning. I have been 
studying various subjects of the proposed mutual security bill and 
particularly in regard to the Indus River Basin development. That 
involves the new proposed section 404, entitled “Indus Basin De- 
velopment.” This new section 404 is found on page 4 of the For- 
eign Affairs Committee print of February 16, 1960, containing the 
executive branch proposal for the Mutual Security Act of 1960. 

Off the record. 

(Discussion off the record.) 

Mr. Fuuron. I liked your comment and question whether these for- 
eign aid programs of the United States contribute to the expansion 
and growth of the U.S. economy or are they simply the export of 
USS. gold and credits. I think that is a very cogent statement and a 
question we should look into. 

For the record, because I think eres may be following this hear- 
ing in the business community, the section 404 Indus River Basin 
development, is also found in Committee Print No. 1 of the House For- 
eign Affairs Committee of the 86th Congress, second session, of Febru- 
ary 19, 1960, entitled “Ramseyer Rule Print on the Mutual Security 
Act of 1960.” That is at the bottom of page 17, in italic type. 

You had said that this new t of operation of putting mutual 
security funds under the International Bank for Reconstruction and 
Development policies for the Indus River Basin development may be 
a departure or a change. 

y point of view is that proposed section 404 is certainly a change 
and is a drastic change which may operate against American business. 
The reason is that the U.S. funds are put under the Interna- 
tional Bank for Reconstruction and Development policies, you will 
notice by the provision “that such funds may be used.in accordance 
with the requirements, standards, and procedures established by the 
Bank concerning completion of plans and cost estimates and deter- 
mination of feasibility rather than with requirements, standards of 
procedures concerning such matters set forth in this or other acts. 
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And such funds may also be used without regard to the provision of 
section 901(b) of the Merchant Marine Act of 1937, as amended [46 
U.S. Code 1241], whenever the President determines that such pro- 
visions cannot be fully satisfied without seriously impeding or pre- 
venting accomplishment of such purposes.” 

That does this: That puts American business as regards the Indus 
River development in competition on electrical oe such as 
generators, in the world market. Such policy practically forecloses 
many U.S, manufacturers from having a chance to bid on the projects 
on the Indus River development. 

Do you not agree with that ? 

Mr. Danretian. Mr. Fulton, you know, of course, that the World 
Bank under its rules cannot establish any directives as to where pro- 
curement may take place. They are a bank. They make loans. 
They make sure the thing is properly engineered. They have an 
interest also in having it done in the cheapest possible manner. 

Mr. Fuxron. I would say to you this policy has been the case on 
the funds that are contributions by member nations, but this section 
404 is a new departure. The United States is not really making a 
capital contribution as a member nation. This is possibly a placmg 
of U.S. mutual security funds in a joint international bank fund or 
account to be distributed under the auspices of the International Bank 
for Reconstruction and Development according to their rules policies. 
That would bring up my point: Is it your idea that this amount which 
would come from the Mutual Security Act of 1960 under section 404 
would be put in as a contribution requiring other member nations to 
provide proportionately their share of contributions according to the 
capital contributions of the members? Will this be a contribution to 
the capital of the Bank or not? 

Mr. Danretian. Legislatively and legally, obviously it isn’t so be- 
cause they are not proposing an increase in the capital of the Bank 
legislatively. What they are saying is that you will: pmoniiihe funds to 
the U.S, agencies, ICA and the Development Loan Fund principally, 
that the expenditure of that, of those funds for this particular pur- 
pose, will be under the guidance and policies of the World Bank. So 
far as what you have before you is concerned, it is a unilateral con- 
tribution to this project. 

Mr. Fuuton. really it is not a contribution that comes under the 
rules that have been previously set for loans by the International 
Bank for Reconstruction and Development as regards members’ con- 
tributions for capital ? 

Mr. Danteian. That is true. 

Mr. Fuuron. This is a unique plan and a unique program under 
section 404 in the proposed act for 1960, is it not? 

Mr. Danrentan. Yes. 

Mr. Fuuron. It means, then, that. the United States is unilaterall 
making a contribution not to the capital of the International Ba 
for Reconstruction and Development, but to be disposed of according 
to the policies of the Bank. This would make the U.S. fund that the 
International Bank receives, be disposed of, contrary to the policies of 
the U.S, Export-Import. Bank as well as the U.S. Development 
Loan Fund. Section 404 takes this contribution out of the context 
of the U.S. Development Loan Fund, or the Export-Import Bank, 
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and places it under the policies of the International Bank for Re- 
construction and Development, is it not? And they are not the same 
policies ¢ 

Mr. Dantextan. I think from the wording that would seem to be 
the result. 

Mr. Furron. I hope you study it and let us hear definitely in a 
statement. 

Is there any commitment that you know of, for example, that the 
British Commonwealth or the Republic of Germany has made to go 
along with the United States in a cooperative joint contribution ? 
Has there been such a joint commitment made by those two countries 
particularly, or any other countries ? 

eo Danrevian. I know of no publicly available information on 
that. 

Mr. Futon. Does not section 404 take this proposed contribution 
by the United States to the International Bank for Reconstruction 
and Development, out from under the recently announced Buy Ameri- 
ca Policy? 

Mr. Dantettan. The international institutions cannot indicate 
the country of procurement under their charter. 

Mr. Fuuron. Under the International Bank for Reconstruction and 
Development, or under a subsidiary, can there be any foreign policy 
of any particular country or group of countries that is taken into con- 
sideration in making any of the loans of funds ? 

Mr. Dantevtan. I have had a couple of discussions with Mr. Black, 
and I am informed and I am sure this is a fact, that the Bank views 
its function primarily as technological and financial, and it does not 
permit any political considerations to enter into those decisions. 

Mr. Furron. That is correct, solely economic considerations are 
the basis of the loans of the International Bank as well as its subsid- 
iary International Development Association. 

Mr. Dantettan. The charter of the IDA also provides the same. 
I am sure the same thing is true of the Inter-American Bank. 

Mr. Fuuron. Should we require that other nations make contribu- 
tions to this fund according to the formula by which they respectively 
have made contributions to the capital of the International Bank? 

Mr. Danreian. We have the IDA; IDA funds could be used for 
that purpose, and to that the other nations are making contribu- 
tions. 

But on this particular ific project there is no such program 
known to me of sharing of this project’s cost with other nations. You 
realize that there is a basic difference between the World Bank and 
the Development Loan Fund. The World Bank makes hard loans; 
the Development Loan Fund is able to make soft loans. 

Mr. Futon. I certainly know the difference. I also know the fact 
that American foreign policy can be considered in Export-Import 
Bank loans as well as Development Loan Fund transactions. In this 
particular kind of transaction no U.S. foreign policy or any kind 


of a joint foreign policy of any group of Western countries can be 


included in the determination on how these loans and transactions 
shall be set up under International Bank policies, is that not right? 
It totally excludes any foreign policy. 
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Mr. Danren1an. Yes. Presumably that aspect has been considered 
in making this proposal to the Congress by the State Department. 

Mr. Futron. Congress is going to take a look to see if this is the 
correct policy. That is why we are checking today on it. You have 
brought up the President’s message. The Indus River program occurs 
on page 8 of the President’s message of February 16, 1960, relative to 
the mutual security program which was referred to the Committee 
on Foreign Affairs in order to be printed. That comment is under the 
heading “The Indus Basin Development.” 

I would like to read you shortly these provisions in part from the 
President’s message. “Under World Bank auspices plans are being 
developed where under the Bank, British Commonwealth nations, 
West Germany, and the United States will each contribute to the costs 
of the development plan and the supervision and management of the 
enterprise will be undertaken by the Bank.” 

May I then say parenthetically that it is not clear in the President’s 
message, as to the policies and methods you and I are discussing. The 
message does not go into what the proposed policy authorizations are. 

Continuing the President’s message: “We propose to provide a meas- 
ure of assistance to this activity through the mutual security program 
in fiscal year 1961, and in subsequent years as needs arise. To assure 
that we can effectively participate in this multilateral undertaking, I 
um asking for authorization to exercise flexibility in the application of 
regulations normally applied to bilateral undertakings, if and when 
such exceptional actions are required for this great project. The solu- 
tion of this troublesome international issue should be of great assist- 
ance in promoting a peaceful and cooperative resolution of other 
divisive issues and encourage a maximum concentration on the major 
goals of peace and prosperity.” 

You will notice the President there says that he wants authority to 
exercise flexibility in the application of regulations normally applied 
to bilateral undertakings under U.S. foreign policy. But he isn’t 
specific as to what he means by flexibility. So that it would seem 
under this provision submitted, the new section 404, entirely to be 
within the discretion of the President, “whenever the President deter- 
mines that such provisions cannot be fully satisfied without seriously 
impeding or preventing accomplishment of such purposes.” 

o you agree with that? It is a very broad grant of authority to 
the President. 

Mr. Zastocki. Will the gentleman yield ? 

I thought that grant of authority was specifically to the fifty-fifty 
provision of section 901(b) of the Merchant Marine Act. I am 
sure the gentleman knows that we are going to have Under Secretary 
of State Douglas Dillon Thursday, and all the questions you have 
asked of the doctor can well be repeated and asked of the Under 
Secretary. 

Mr. Futon. I would like to but I want to get American business’ 
point of view, and this gentleman is a very good representative of 
American business. That is a good question of statutory construc- 
tion. I have looked it over, and think it is indefinite because it is in- 
cluded in a long phraseology that ends with that provision, although 
there is a semicolon halfway through the sentence. 
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Mr. Zasvockt. I believe it refers to the Merchant Marine Act. 

Mr. Fuuton. That is a good question we should ask. 

Mr. Dantetian. I am at a considerable disadvantage in discussing 
this because how many years did we spend in trying to enact the St. 
Lawrence project? It is not a dissimilar project. It is an interna- 
tional project. We had to disgorge our souls on the tables before 
committees year after year. This year I am interested in getting 
Great Lakes ports developed. We are going to need authorization. 
Before we can get the authorization we have to have all kinds of re- 
ports, and I need only about a million and a half dollars to start the 
planning of these ports for the future, and that is going to take con- 
siderable effort to sell to the appropriations committees. 

You can see that this project, I don’t know how much it is going 
to cost, and I don’t know under what conditions they are going to 
build it 

Mr. Fuutron. That is why I raise the point, so we know the pro- 
cedures. That is a completely different question of whether America 
is for or against helping on the Indus project. I am trying to 
tie down what these procedures are and really giving notice to United 
States business, as well as to the State Department, and Under Secre- 
tary Dillon, a good friend of mine, whom I respect, what we need 
cleared up ahead of time. 

If you could put in the record, and I won’t ask you to do it here, 
what is the real purpose of section 404? In your opinion, does this 
section 404 authorize U.S. funds and, if so, in what amount? Or does 
section 404 authorize any supplemental contribution to the Interna- 
tional Bank for Reconstruction and Development ? 

Mr. Danretian. I am not a lawyer, and I cannot give a legal inter- 
pretation. But reading the language as a layman, the authorizations 
under the Mutual Security Act to the Development Loan Fund for 
specific amounts of money. This merely gives notice to Congress, as 
I take it, as to how it is going to be spent and managed if a part of 
that authorizatiton is allocated to the Indus River project. 

Mr. Fuuron. I see no language in section 404 either as a lawyer or 
as a layman that other members of the International Bank or any 
particular group of members, are going to make equivalent voluntary 
contributions or may be required to. Nor do I find that there is 

rovision that would require contributions to be made by all members 
m accordance with the formula for capital contributions of member 
nations of the International Bank. 

I would like to ask you this question, too: If a direct grant by the 
United States would be a result of this section 404 would the expendi- 
ture of the grant be subject to the rules of the International Bank 
as noted in this section, including the policy specifically of interna- 
tional competitive purchasing ? 

That means that I am really asking: Is this in effect a loophole in 
the U.S. Buy America program ? . 

Mr. Danrevian. The key words are “They will be used in accord- 
ance with requirements, standards, or procedures established by the 
World Bank concerning completion,” and so on. I think it could be 
interpreted. I think World Bank procedures do not entertain any 
country allocation of orders. On the other hand, it could be done the 
other way, too. I think there is nothing binding in this language. 
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Mr. Fuuron. Suppose this is simply a contribution but not a capi- 
tal contribution, then it would seem that where it is unilateral the 
U.S. Congress could put whatever stamp or condition it wants on 
that contribution and we could very well put a buy America stamp 
on all the money ; isn’t that possible ? 

Mr. Danrexian. That is possible. It is within the power of the 
Congress to do so. 

r. Futon. As to the Government of Great Britain, when it makes 
its contribution it could put a buy Britain stamp on its contribution. 
When the Republic of Germany puts in its contribution it could put 
a buy German stamp on its particular type of contribution, could 
it not? 

Mr. Danietian. I think each country would have the sovereign 
right to do so. 

Mr. Fuitron. When these funds are being allocated from the mu- 
tual security program under section 404 we should really know the 
amount of funds that the authorization calls for, and over what 
period the funds are programed, in a way that we can see the method of 
contribution and how the authorizations and commitments for expend- 
iture will be made, shouldn’t we? 

Mr. Dantetian. I think, as I said, a similar project in the United 
States would be scrutinized very carefully. 

Mr. Fuuton. On a fiscal year basis ? 

Mr. Danrettan. Yes. 

Mr. Futron. Under this proposal of section 404, once Congress 
grants this authorization, then I am afraid it thereafter becomes a 
fund that the policies of the officials of the International Bank for 
Reconstruction and Development then govern as to commitment, as 
to obligation, as to programing, and as to spending, isn’t that right? 

Mr. ge Rags think that would seem to be the effect of this 
particular proposed section. 

Mr. Futron. This will be a unilateral commitment over an in- 
definite fiscal year basis for a proportionate commitment by the 
United States for a tremendous size program, the Indus River Basin 
development, without a specific timing or amount; isn’t that right ? 

Mr. Dantevtan. Well, those facts do not appear in the proposed 
authorization. 

Mr. Futron. I agree. If we on this committee, adopt the policy 
of the proposed section 404, the Indus River Basin development, 
we then are saying that the Administration has the authority indef- 
initely to provide the funds for this program on ge jm by 
Congress without regard to the policies of the U.S. Development 
Loan Fund or the U.S. Export Import Bank? 

We are really taking it out from under those two institutions as 
to policy, as well as out from under the mutual security rules and 
regulations that. have been set up by the International peration 
Administration ; isn’t that right ? 

Mr. Dante.ian. Yes, it would seem to give the World Bank—— 

Mr. Fuuron. That means, then, that when the U.S. has'a Buy 
America Policy under the Development Loan Fund; this is a policy 
which is inconsistent. with that, as far as American producers. are 
concerned, is that not right? - : 
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Mr. Danienian. Well, yes, I think if the World Bank manages it 
under its own rules they would certainly be different from those of 
the present policy of the Development Loan Fund, and the Export- 
Import Bank. 

Mr. Futon. I oppose the section as submitted and recommended 
by the Administration because it is contrary to policy just announced 
by other agencies of the United States, and also because it would really 
effectively eliminate from the competition American suppliers, first 
because of the wage rates here and, secondly, because of the distances 
that we are from India, so that the freight rates would be prohibitive, 
would you not agree with that? 

Mr. Dantertan. I think from what knowledge I possess there have 
been cost and price differences between major equipment items, be- 
tween Europe and the United States. As to freight rates, I am not 
sure because I think the distance from Western Europe to India is 
about the same as from the United States to India. 

Mr. Furron. You think that this section 404 would be quite a blow 
to American business participating in the Indus River development 
project, would you not ? 

Mr. Danreian. Yes, I think it might militate against them, if the 
World Bank should change the Development Loan Fund’s present 
policy. 

I want to make one point clear. Iam not advocating Buy America 
as a principle. I am advocating at the present time, in view of the 
balance of payments situation, and in view of the necessity of en- 
couraging growth in the U.S. economy to absorb the increments of 
the labor force year by year, we should make our own technology 
available on a package deal basis as far as possible to other coun- 
tries. There may be large projects in which that may not be 
possible on questions of design. But by and large I think that other 
things being equal, I would in the present context of our economy 
advocate using our own productive facilities to help these other 
countries. 

Mr. Fuuron. That is why I have been asking you these questions, 
to bring out that position that you have taken personally, which I 
think is a good one. 

Secondly, could you refer these questions, and your answers to 
your organization as well as to any companies that are members, for 
their comments? And I would ask the permission of the chairman 
to insert those comments at this point in the record. 

Thank you very much. 

Mr. Dantettan. I will be elad to do that. 

Mr. Zastockt. Undoubtedly, Dr. Danielian, when you amplify your 
answers to the questions that were just presented to you by Congress- 
man Fulton you will give specific examples where our industry would 
be hurt if section 404 would be permitted to stand as presented ? 

Mr. Danzertan. I labor under a difficulty because no one, as far 
as I know, has come forward and given a descriptive brochure on 
what the Indus River project is—have you had testimony on that? 

Mr. Futon. Everybody could guess. It would be generators. If 
these generators and electric motors, machinery and excavating ma- 
chinery, if these are manufactured in inland cities of the United 
States—— 
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Mr. Zastockt. In the Great Lakes areas is a case. 

Mr. Futron. Pennsylvania, Wisconsin, Illinois—— 

Mr. Zasiockt. To what extent will industry in the Great Lakes 
area be affected if it is not able to compete for contracts? 

Mr. Furron. Once you add a freight rate on, and then you have a 
shipping rate for transoceanic shipping, plus the high wage rates, 
pa then take the distances and complicate it with transshipments, 
plus the fact that you may find that Britain and Germany are intend- 
ing to give their usual long time extension of credits to their own 
corporations financing this kind of deal or competitive bidding, it 
puts American businesses and corporations, as well as labor, at a 
complete disadvantage. 

The reason I have taken time this morning is to point that out 
as a new change in American policy, which is a drastic change. 

Secondly, to point out both to the committee and American busi- 
ness, as well as the American people, what a loophole this makes in 
our foreign policy in the use of funds for reconstruction and de- 
velopment work. It is a loophole that you could drive a team of oxen 
through it, and not a small one. 

I am afraid because there is no time limit put on section 404 or any 
subtending clause that would limit it to the current project, and the 
current fiscal year, that it might become a method for the future 
for other projects. Every other foreign aid recipient may well say 
“Why do you limit us when you give this favored treatment to India ? 
Why put all the restrictions of the Mutual Security Act on every other 
country in the world and then say this is the better way to do it in 
the case of a tremendous project such as the Indus River Basin de- 
velopment.” 

My questions are to methods and how the United States should 
proceed. That is why I want to give notice to the State Department 
that I would like to have some of these questions answered. 

Off the record. 

(Discussion off the record.) 

Mr. Zanriockt. Will the gentleman agree that the change seems 
more drastic and more dramatic when it follows so closely after the 
apparent change of policy as to DLF loans—— 

Mr. Fourron. Yes, I certainly agree. I might say that it then 
raises the question where the Development Loan funds go to countries 
less able to pay and they are then required to assume the burden of 
all the rules and regulations of American mutual security program- 
ing procurement, while in this particular area all the rules are dis- 
pensed with. They don’t have to go through the Buy America Poli- 
cies, nor any American foreign policy. 

Mr. Danrettan. For semantic reasons, I like to get away from 
the concept of the words “Buy America,” because chey have to be 
considered dirty words. 

Mr. Futon. As a Congressman, you would like them very much. 

Mr. Zasiockt. Do you accept the term “placing primary emphasis 
on the financing of goods and services from the United States,” 
rather than “Buy America”? 

Mr. Dantetian. Yes, I like to go a step beyond that. We have to 
conceive of it as a total effort by our-technicians, by our businessmen. 


by our contracting agencies, putting ourselves and our technological 
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know-how at the service of the underdeveloped countries. You can’t 
do that by a banker’s attitude of merely saying, “You have 10 million 
dollars credit, now you go and get the proper engineering firm, 
whether it is from one country or another, and buy the equipment 
anywhere you want.” You are not having the impact that we should 
have in training these people in building up an industrial civilization, 
to make our manpower as well as our technology and as well as our 
money available to them. That is why I like to get away from this 
rather dry concept of “Buy America,” as it has become to be known 
over the past many years, as a departure from liberal trade policy, and 
So on. 

As a matter of fact, I have studied economics and nobody ever 
told me making loans internationally without any strings was a liberal 
trade policy. But they have now confused trade on a commercial level 
with the lending operation. The lending operation in any nation has 
to be controlled in terms of their short-range and long-range inter- 
ests. Great Britain would not make a mistake in ideology like this. 
But we have gotten ourselves into a semantic controversy on “Buy 
America,” and liberal trade policy. I like to get away from it and 
emphasize the job ahead as one of coordinated application of all of 
our resources, manpower, and technology and scientific know-how, 
and also the devotion of the people of the United States in helping 
these other countries. You can do that under organizations that are 
partnership organizations between U.S. business and foreign—local 
business enterprises whether it is in India or other places, as a sort of 
a partnership for the mutual betterment of their country. 

I think that concept has to be accepted. Buying equipment in the 
United States to accomplish that may be one part of it. But it is only 
a part. 

Mr. Futron. We must realize any slogan obtained its force from its 
brevity, but it loses a lot of its justification and application simpl 
because of the brevity. We can’t put everything into the slogan. y 
agree with you that we need balanced multilateral, international trade 
in the United States both for ourselves and for the world at large. 

Mr. DanretAn. I read, for instance, your hearings on this project 
in Pakistan, the irrigation project there. Certainly that would not 
have occurred if you had a unified organization that had control of all 
the contracting arrangements and design and contracting, and so on. 
To the extent that we can make such excellent help available to them, 
I think design and provision of the equipment would come naturally. 

Mr. Zastocki. I have two brief questions. One is to clarify 
whether I understood you correctly, Doctor. Do you maintain that 
the change in policy in the Development Loan Fund, that is, the policy 
to put primary emphasis on financing of goods and services from the 
United States is a result of the U.S. balance of payments? 

Mr. Danretian. Yes. 

Mr. Zasiocki. It was a result? 

Mr. Dante.tan. Yes. 

Mr. Zasiockr. That clarifies that. 

Mr. Dantettan. I want to make certain that we don’t consider that 
the foreign-aid program is the only factor responsible for it. 

For instance, tourists spend $2°billion a year abroad. They are 
adding to the balance of payments problems. What the Adminis- 
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tration is doing is controlling the controllable factors. We can’t tell 
the tourists not to go abroad, but we can control our expenditures 
abroad. From that point of view it is a contribution to it, but not a 
total solution. 

Mr. Zastockt. My other question is to your statement, “Private en- 
terprise is the bulwark against internal subversion.” 

Do you suggest that in future assistance to countries emphasis be 
given on aid to countries that encourage private enterprise and con- 
versely to curtail aid to nations that have a tendency to nationalize 
industry ? 

Mr. Danretian. First, I want to make the point that by private 
enterprise I don’t mean wholly and solely American enterprise. I 
mean private enterprise by the natives as well as by others. 

It is my deep conviction that the only interests that will oppose 
communism are those who have something to lose, namely, they have 
property to lose. 

Mr. Mikoyan and Mr. Khrushchev realize this and everywhere they 
go they are advocating the subversion of private property. Elimi- 
nation of the bourgeoisie has been one of the battle cries of commu- 
nism. They have been doing it by. different methods, —v the 
philosophy of government ownership in country after country, loans 
available to government-owned industry to compete with private peo- 
ple who may want to come in. 

They are in this campaign; eliminate private property as a factor 
in employment and individual, private security. ‘Throughout Western 
history you know that those who wanted to protect their property were 
the ones responsible for the rise of representative government. In 
Great Britain the landowners wanted to protect themselves against 
the arbitrary encroachment of the King a insisted on parliamentary 
representation. 

I think private property should be as widely distributed as possible 
as the basic force to oppose communism in those countries. If we 
want to oppose communism and encourage the forces of freedom in 
these countries, we should encourage the development of the multi- 
plicity of private ownership and private employment so everybody 
will not be dependent upon the government for his livelihood. 

To come to your question, I think there are overriding strategic and 
political policy considerations. There may be countries which are 
obdurate and they do not want to give in, be persuaded to this con- 
cept and they are essential to us for particular reasons, and if you have 
to give them aid under those conditions, I would not exclude it. 

When we are coming down to, say South America, and the African 
countries, and so on, where the primary problem is economic devel- 
ment and not military and not a security problem, then I think that 
we should, if we set up institutions and standards saying these are 
the conditions under which we want to make aid available, I am sure 
they would ultimately come around. There I think I would set up 
financial institutions to lend money to privately owned housing, small 
industrial plants, and so on, but privately owned. 

We can do this without necessarily creating any conditions of dis- 
pleasure or controversy with them if we just adopt it as a policy. 

Mr. Zantocki. Since you have mentioned the underdeveloped coun- 
tries, specifically Africa, I again want to restate my question, which is 
a broad policy question : 
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Shouldn’t we put our emphasis on aid to countries that encourage 
private enterprise? Should we make it a condition to our aid? 

We were told in the past, repeatedly, to make the aid program 
work it must be a joint effort. The people and the government of the 
country whom we are aiding must make a contribution. If they have 
invested their own funds, they will take a greater cognizance of their 
responsibility and obligations because they have an investment. 

Mr. Danrevtan. I think I must say in answer to that: I think you 
should adopt that as a policy. But the exceptions must justify them- 
selves on specific grounds. 

Mr. Zasvocki. Thank you, Dr. Danielian. 

Mr. Fuuron. Thank you. We appreciate it. We think you made 
a good statement. 

fr. Zastocxi. The meeting is adjourned until 10:30 tomorrow 
morning. 

(Whereupon, at 1:15 o’clock p.m., the committee was adjourned, to 
reconvene at 10:30 o’clock a.m., Tuesday, March 1, 1960. ) 


SUPPLEMENTAL MATERIAL SUBMITTED FOR THE 
RECORD 


(The following memorandum has been submitted by the Depart- 


ment of Defense in response to Mrs. Church’s request. See also pp. 
130-131.) 


As noted on page 28 of the transcript, (classified) these categories are not 
ironclad, and were general examples which were helpful. They are not used 
in any sense for programing purposes and no formal breakdown exists, except 
as used illustratively in the prepared statement to bring out the mixture be- 
tween military, political, and economic factors which is involved in the program 
in each country. Most countries could be placed in more than one category, and 
a high degree of personal judgment is involved in deciding that a given country 
belongs more in one grouping than in another. Consequently, it would not be 
meaningful to attempt to list all recipient countries in terms of these categories. 
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